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Judge Cannella’s Opinion and Order Dated 7/19 ‘76 
(Order Appealed From) 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


‘ OPINION AND ORDER 

INTERSTATE STORES, INC., formerly ies a 
known as INTERSTATE DEPARTMENT . 
_STORES, INC., et al., - 74 B 614-802-~, 
: : inclusive 


a 


: CANNELIA, D.J.: 


The order of Baneamwrey’ Judge Ryan* dated 


ie eg ‘ 
May 24, 1976 authorizing the Trustees for the Chapter X 


. . 
. @ebtor to consummate the sale of certain property located 
. : rs % 


in.Chicago Heights, Illinois is hereby, vacated. 


a 


Cais ge: -¢ 

‘* Pursuant to Bankruptcy Rule 10- 
Chapter X case was referred to Judge Ryan 
poses save those expressly reserved to the 

by Rule 10-103(a) (1). This appeai is before 
‘by reason of Rule 10-103(a) (1) which provides 
‘from decisions of bankruptcy judges hearing Chapt 
eases by reference are to proceed in the same ma 


to Ne oo Ue lined 


tJ thy 


8a 


ons 


THE FACTS. 


. On April 20, 1976 the Trustees of Illinois 


Topps Realty Cor; subsidiary of _Interstate 


‘ Stores, Inc. and | a corporation in proceedings for reor- 


ganization under chapter x of the Bankruptcy ACE, entered 


into a contract ‘for the sale of land with Mr. * Sohn dancenk. 


- 


By the terms of this contract Topps was to sell and 


"- Hancock was to buy eertadn property and imprevements thereon 
» located in Chicago Heights, Illinois. The purchase price 
- was Anes be $650, 000. 00 with Hancock paying $45,000.09 on 


“ the execution of the ‘contract, $401, 641.57 in cash at the 


‘blosing and -$203,358. 43 by taking the property subject 


- to the existing first mortgage. 
cs 
ae AS é condition precedent’ to Hancock's 
=e oe J = ? 4) 
obligation to purchase the property, the contract provided 


~ that! "The Final Order shall uae sg ebtained. " (Agreement 


es April L 20, 1976 at 4.j{a)). The Agreenent provided that 


a . 

The words "Final Order" shall mean an 
Order issued by the District Court having 
jurisdiction over the proceedincs for the 
‘reorganization of the Seller (nos. 74551s- 

‘802, inclusive) after nctice by the means 
an to the parties designated by the 
“District Court and a public hearing before 
the District Court and with.respect to which 
the time to appeal or Further to appeal has 
expired and which grants to Seller the legal 
authority to enter ints and to odserve 
fill and perform all of the -terms 
tions of this contract and the aies 
horcement. 


Agreement at 1.2(e). 

By application dated April 23, 1976 the Trustees 
moved before Judge Ryan for the entry of an order "Approv- 
ing the agreement with John E. Hancock dated April 20, 
1976..4;° On April 30, 1976 Judge: Ryan signed an ovads to 


, Show cause providing for a hearing before him on May 17, 


1976 as to why the application seeking approval of the 


i April 20 Agreement should not be granted. Judge Ryan atso 


ordered that notice in the form of a notice annexed to the 
eee be made upon 23 parties whose names were con- 
‘tained on another exhibit to the Trustees' app Licatson. | 
"the notice “stated that on May 12, 1976. the Court would hold | 
a hearing for the consideration of an application for =n oe 
D petas (3) approving an agreement between John E. Hancock ; 
. (*Hancéck") ana the Trustees ... to sell to Hancock the 
ck: and improvements at 160 West Joe Orr Road, Chica ¢0 
“Heights, Tllinois, for the price of $650,000...." 
: on May 17, 1976 the hearirg commenced before 
Judge Ryan. At the outset of the hearing counsel for the 
grustees reported that on May 10, 1975 the Trustees 
. received a — teow a party indicating an interest in toe 
Illinois property. The Trustecs reszonded to the call by 
providing the interested party with “pertinent data” 


regarding the property and the April 29, 1975 contract Of 


10a. 


Sale. . The attorney for the Trustees also informed Judge 


“Ryan ‘that the fact that a potential buyer had come into 


the picture had been conveyed to Hancock on Thursday, 


May 13. 


Judge Ryan then asked if any person desired to 


sy purchase the Illinois property. An attorney representing 


, Dominick's Finer Foods, Inc., replied that his client was 


* | prepared to and did in fact offer $675,000.00 for the 


& 


property. The Trustees’ counsel then indicated in response 


‘» to Judge Ryan's question that the Trustees were satisfied 


; with the financial condition of Dominick's. Mr. Hancock's 


“attorney then’ stated, "we don't wish to raise our offer 


vat this time, your Honer." Judge Ryan then afforded Hancock 
15 minutes or a half-hour to reconsider his bid. His 

> attorney declined the offer and stated that they were not 
“prepared to SP Dominick's bid “5 that time However, after 


:. brief eck oauy between the Judge and the attorney for the. 


. 


: Trustees. Mr.’ “Hancock' S attorney indicated that his client 


was. prepared to bid $675,000.00. Dominick's representative 


immediately raised their bid to $685,000.00 and Mr. Hancock 


withdrew his bid. " Judge Ryan then declared the hearing to 


be concluded and directed the Trustees to submit an order 
providing for the sale of the preperty to Dominick's at 


$685,000.00. 


lla 


Later that same day, Mr. Hancock notified the 
Bankruptcy Judge by telegram that he was prepared to bid , 
$725,000 for the subject property and asked that the Judge. 
ence his order approving the sale. ie May 24, 1976 
Judge Ryan declined to reopen the bidding and. signed .an 
Order authorizing the sale of the property to Dominick's 
for $685,000.00. 

: By order to show cause returnable June 28, 1976, 
"Hancock moved for a temporary restraining order staying the 
‘elosing on the Illinois property and for an order setting 
aside the May 24th order authorizing the sale to Dominick's. 
On the return date of the order to show cause the parties 
“appeared befcre Judge Ryan and offered testimony Segergene 
the: events si i up to the May 17th hearing and Hancock’ s 
“knowledge that another auhalameaane would appear, Mri Finkel — 
of Interstate’ s real estate department, testified that he 
enticed panenes on May llth and told him that another party hed 


indicated an interest in the property. At the close of the 


hoceiee Judge Ryan stated 


wo To set aside this sale would work a 

« -.: €gavesty of fustice, in my opinion. Entirely 
adequate end proper notice was given. any~ 
body with a modicum of intelligence vould have 
to realize that if a higher bid were made in 
court at that time, it would be considere2. 
2 fully eredit Mr. Finkel's testimony that he 
told Mr. Hancock on May llth that there would 


a 
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be another bidder in the offing. Further, 

before Mr. Hancock and his attorney entered 
. the courtroom,. they were told clearly that 

‘there was going to br hidding. During the 
oy Sale he was given entirely adeauate notice 
oS and an opportunity to consider if he wished 
to meet the higher offer. It would work a 
gross injustice on Dominick's if this sale 
were to be set aside. 


. 


. 'Tr,at 69-70. 


. 
: . 


Sree 
. 


7 - °" | That same day the parties appeared before this 


+o 


Court anu moved for a stay pending appeal. The stay was 


_. granted and the Court, ordered an expedited appeal. 


Toph ir, Ay ee “i : 


els tot ee, “he Court finds that the failure of the notice 


v 


” to indicate that counter~offers would be accepted when 


. taken in conjunction with the fact that the notice precedure 


- 2 @id not comply with Bankruptcy nae eechiied requires that the 
- gale be set aside. 
<* : ‘ > ‘ e ‘ . : ) a 


— ‘A. "The Contents of the Notice 


‘ 


5 


ee . Pursuant to Rule 10-607 of the Rulesof Bankruptcy 


. “ procedure; 

e ‘ : a 1 

esi wih’ 3.) Re sort may, on sGch notice as LL macy 
Girect and for cause shown, authoriz= the 
trustee, receiver, or debtor in pessession *o 
lease or sell any real or personal property 
Of the debtor) on Such terms and conditions as 
the court may approve. 


an” 


13a. 


As the Advisory Committee's Note explains, a sale in 
Chapter X is different from a sale in a bankruptcy case 


and the Rule is designed to afford the court "flexibility 


- $n the method and form of the sale....” In light of this 


Rule the procedure to be followed in the conduct of a 
sale is to be defined by the court. In the instant case 
such definition is found in the Notice of Hearing which 
the court directed be sent. This notice indicates that 
a ‘hearing will he held to consider the Trustees' appli- 
“cation for approval of the Hancock Agreement. The notice 


flowhere indicates that alternative offers will be con- 


. 


eS 


“sidered at the hearing, nor does it imply that such is the 


case. In this posture, this Court finds that it was unfair 


to expect Hancock to attend the sale prepared for competi- 
and others 
tive auth That the. Trustees/had informed Hancock of 


‘this fact less ig a week bet <i does notrequire a 

different result. A large sum of money is involved in this 
ee the 

matter, from the perspective of both/Trustees and the 


prospective purchasers. It is therefore apprcpriate to 


assure that all parties be accurately informed as to the 


‘procedures to be followed. See In re Strand Theatre, 109 
F.Supp. 350, 353 (S.D.N.¥. 1952), afi'o on opinion belcw, 


201 F.2d 889 (2d Cir.), cert. denied, 345 U.S. 995 (1952). 
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This conclusion is bolstered by the uncontradicted claim 
of Hancock's counsel that it is the general practice in - 

: this district for the notice to recite than an offer has 

been made and that other bids will be accepted on or 
before the return date. The Court's research indicates 
.that such a procedure was followed in R. Hoe & Co., 69 B. 

_; #62 (Memorandum of Nov. 3, 1975) (Chapter X) (Conner, J.); 
W. T. Grant & Co., 75 B. 1735 (Memorandum of May 17, 1976) 

_ (Chapter xrh4 Cont eet Vending anhine Cora., 63 B. 663 
. (E.D.N.Y. Memorandum of July 7, 1964) (Mishler, J.) 

“. (Chapter xi. on that the instant notice did not include 
oo a recital and in that the Rule provides for whatever 
- notice the judge deems necessary, the Court belleves t+ 
‘was unfair to permit open bidding at the return date in 
"Light of Hancock's protestations that he was unprepared 
“for such an eventuality. But se In re Gil-Bern Industries, 


"Inc., 526 F.2d 627 (1st Cir. 1975) (implying that when 


‘general practice comrorts with conduct of hearing, gezeral 


practice gives meaning to ambiguous notice). 


Ad 
i 
A 


go 


B. The Notice Procedure 
A second ground which requires a vacatur of the 
order below is that the notice gerocedure utilized dic not 


compiy with Bankruptcy Rule 10-209(b) (4). Rule 10-209 


~§~ 


. provides for twenty (20) days' notice by mail to all 


creditors, stockholders and indenture trustees of “any 


proposed sale of property, other than in the ordinary 


course of business, including the time and place of any 


e: 


public sale, unless the court for cause shown shortens 
the time or orders a sale without notice." It is clear 


" that the notice in the instant case was not sent to all 


creditors and stockholders, but rather, was sent to the 


. 23 parties who had filed statements with the court pur- 


“suant, to Bute 10-211. 


aos yaw . 


; While this Court does not suggest that notice 


‘os 
tae woos 


Le 
‘ae 


to all stockholders and creditors (a group of more than 
15, fais is mandated or that 20 days' notice must always 
be given, the se stede of the Rule makes it clear that 
ules $s caus e is shown such notice is required. It may 
“very well be that notice to ail oe in fact any stock- 
holders is inappropriate. As to creditors the situation 
“may be different and notice to some or all seems called 
for when a sale of this anenatade is contemplated. In an} 


€ 


“ event, it is clearly inconsistent with the words and impo: 


ae Rule 10-209 (b) (4) to order a sale of property without 


t- 


notice to creditors and stockholders without a finding 


* 


by the judge that such notice would be inappropriate in 


the circumstances. The Court therefore remands this 


16a- 


_ proceeding so that a new notice can be prepared and 


distributed. In considering the contents ofthe notice 
-.and to whom it should be sent, the Bankruptcy Judge may 
find guidance in the procedure employed bis Judge Conner 
- in In re R. Hoe & Co., Inc., 69 B. 461 (Memorandun of 
‘Nov. 3,.1975 S.D.N.Y¥.). There in a sale of property 
involving a similar amount of money, the Judge Cirected 
etek notice be sent to all creditors and stockholders 
in.addition to the SEC and all interested parties. The 
S Judge also ordered that the notice be published in the 
. regional dee tone oi The New York Times 4nd Wall Street 
' = gournal as wih as the New York Law Journal. The notice 
«stated that an acreement to sell the involved property 
ie hae beon fesched ae indicated the purchase price. It 
further stated that counter-offers would be received in 
Eons s 
writing until the day before the hearing and that the 
court reserved the power to consider and accept a written 
, a 
, offer if presented at the hearing. Finally, the court 
deeeeeaa that & letter @escribing the property. and the 
proposed seraehent be sent to the principal industrial 


_and commercial realtors in the area where the property was 


located. 


IT IS THEREFORE CRDERED that the order of May 24, 


“t0~ 


17a 


1976 authorizing the sale of the Illinois property to 


‘Dominick's Finer Poods is vacated, and the matter is 
remanded to the Bankruptcy Judge for further proceedings 


in conformity with this opinion. 


SO ORDERED. 


Woe We ei No. 
JOHN CANNZLGA 


United States District Judge 


Dated: New York, N.Y. 
July 49, 1976 
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Memorandum and Order of District Court Dated 
8/16/76 Denying Motion for Stay Pending Appeal 


UNITZD STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In re: INTERSTATE STORES, INC., : MEMORANDUM 

formerly known as INTERSTATE AND ORDER 
DEPARTMENT STORES, INC., et al., : 

74 B 614-802 

Debtors. : Inclusive 


The Court declines to issue a stay of its July 
19, 1976 order pending appeal. 

If the Cou.t of Appeals determines that this 
Court's order should be reversed, it may direct that the 
sale as confirmed by Judge Ryan on May 24, 1976 be rein- 
stated. The Court therefore does not believe that Dominick's 
will be prejudiced by the lack of a stay, or that the ccn- 
summation of the sale will moot the appeal. 


SO ORDERED. a JOHN M. CANNELLA 


JOHN “4. CANNELLA ae 
United States District Judge 


New York, N.Y. 
August 16, 1976. 
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Application of Trustees Dated 4/29 76 


‘ 


‘ UNITED STATES DISTRICT COURT 
| SOUTHERN DISTRICT OF NEW YORK 


fp moon ma me ee a x 
In the Matter : %In Proceedings for the 
Reorganization of a 
of > Corporation 
INTERSTATE STGRES, INC., formerly - Nos. 74 B 614-802 
; known as INTERSTATE DEPARTMENT Inclusive 
STORES, INC., et al., 2 
Debtors. : 
APPLICATION 
ee eee nl nee ~x 
ETO: THE HONORABLE EDWARD J. RYAN 


BANKRUPTCY JUDGE, AS SPECIAL MASTER 


\ The application of JOSEPH R. CROWLEY and HERBERT BB. 


' SIEGEL respectfully represents: 
| 
l. On May 22, 1974 the captioned debtors filed 


i 
‘petitions under Chapter XI, Section 322; of the Bankruptcy Act 


| 
and, thereaiter, an amended petition for reorganization pursuant 


HW 
[to the provisions of Chapter xX of the Bankruptcy Act was filed@ 


i 
} 


jon June 13, 1974. Said amended petition was thereafter approved 


| by order of this Court dated June 13, 1974. Pursuant to said 


i 
i 
'order, your applicants were appcinted, have qualified and are 


inow acting as the Trustees of the captioned debtors. 


} 
I 
; 2. The applicants are engaged in the operation of 


general department stores and discount toy supermarkets. ‘ 


3. Prior to the filing of the petitions herein, the 


|. debtor Illinois Tepps Realty Corp. ("Realty") was the owner of 


16.71 acres of land, the imorovements thereon and certain personal 
H 
gone used in cornection therewith located at 160 West Joe 
| 
if 


| 
| 
| 


Orr Road, Chicago Heights, I}lirois (the "Property”). 


I 


Se eR Ae 
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4. Applicants have entered into an agreement with Mr. 
John E. Hancock, dated the 20th day of April, 1976 (the 
"Contract"), agreeing to sell the Property to Mr. Hancock, 
subject to the approval of this Court; a copy of the Contract 
is annexed as Exhibit "A". The purchase price for the Property 
is $650,000.00, payable $45,000 on the execution of the Contract 
($10,900 to applicants and $35,000 to an escrow trust estab- ; 
lished with Chicago Title & Trust Company, Chicago, Illinois), 
$401,641.57 at closing in cash and $203,358.43 by taking 
subject to the existing first mortgage, provided that the 
cash payable at closing shall be increased by ch2 aggregate 


amount of reductions in the principal amount of that first 


mortgage. 


5. The obligations of applicants to transfer and of 
Mr. Hancock to buy the Property are conditioned, among other 
things, upon the agreement of Digas Company Of Delaware, a 
licensee of part of the Property, to waive certain of its 
possi>le rights under its license agreement dated July 17, 
1973. Except for encumbrances specified in the Contract, 
the Property is to be sold free and clear of all liens and 
security interests encumbering the Property, which shall be 
transferred to the sale proceeds. A lease of the Property 
dated May 21, 1961 between the predecessor in interest of 
Realty and the predecessor of the debtor Topps of Cnicago 
Heights, Inc. is not a permitted Encumbrance. Since the : 
continued existence of said lease would prevent the consummation i 


of the Contract, it is onerous and burdensome and Applicants, 


as Trustees of Realty, seek authority to reject same. 


+ 
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6. Applicants deem the agreement with Mr. Hancock to 


‘be in the best interests of the estates because the estates 
‘will realize in cash more than $446,000 and will be relieved 


‘of the mortgage debt service and real estate taxes on the 


‘ 


‘Property. An appraisal of the Property will be furnished to 


‘the Court at the hearing on this application. 


\ 7. Applicants respectfully suggest that notice of 
‘this application in the form annexed as Exhibit B be given 


i 
i 


'to those set forth on the list set forth as Exhibit C. Said 


“list includes all parties who have appeared herein. 


8. No previous application for the relief herein 
Ib 
, requested has been made. 


\ 
; 
| WHEREFORE, applicants respectfully pray that an order 


ibe entered: 
(a) Approving the agreement with John E. Hancock 
dated April 20, 1976; 


‘ 
} 


, (b) Authori~ .ng the performance of all of the terms 


and conditions of that agreement and the taking of such further 


| 
{ 
'and additional action consistent therewith as is necessary to 
it : 


| 

;consummate that agreenent; 
{ : 
{ (c) Transferring all liens and security interests 
t 


e & 
{against any of the Property (except those liens and security 


; interests specified in the agreement as permitted encumbrances) 


to the proceeds derived by applicants under the agreement; 


‘se ee SENET NA a tame 
See sae sean wemnar season aaa cae 
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(a4) Authorizing the rejection of the lease dated 


1961 by Applicants as Trustees of Realty; 


(e) Granting such other further relief as may be 
just and proper. 


Dated: New York, New York 


/ 


, 
Joséph R. Crowley, Trustee 


ae .. tise. 


Additional Trustee 


SHEA GOULD CLIMENKO KRAMER & CASEY 
Attorneys for the Trustees 


>/ 
By / coFr VAE fy 
} aa er of t e/ ixzm 
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EXHIBIT A 


AGREEMENT made this day of +, 1976 by and 
between JOSEPH R. CROWLEY and HERBERT B. SIEGEL, as Trustees 
of Illinois Topps Realty Corp, a corporation in proceedings 
for reorganization under Chapter X of the Bankruptcy Act in 
the United States District Court for the Southern District of 
New York under File Nos. 745614-802, inclusive, and not indi- 


£ 
vidually ("Seller") and JOHN/HANCOCK (“Buyer"). 


WiLTHESS ETE : 
1. Sale, Definitions 
1.1 Seller agrees to sell, assign, convey and 
transfer to Buyer and Buyer agrees to purchase from Seller 


the real property described in Schedule 1.2(b) for’ the 


price and on the terms hereafter stated. 


1.2 For purposes of this contract, unless the con- 
text shall otherwise indicate, the terms set forth below shall 


be defined as follows: 


(a} The words “District Court” shall mean the 
United States District Court of the Southern District of New 


York. 


(b) The words "Premises“ shall mean the land 


described in Schedule 1.2b attached hereto, and the Improve- 


ments located thereon. 
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(c) The word "Closing" shall mean the 
ccnsummation of the transactions referred to in tnis con-— 
tract which shall not occur prior to entry of the Final 
Order, but in no event later than June 1, 1976, at the 
office of Chicago Title and Trust Company, 111 West 


Washington Street, Chicago, Illinois. 


(d) The word "Buyer" shall include an 
"assignee as provided in 12. 


(e) The words "Final Order" shall mean 
an Order ‘issued by the District Court having jurisdiction 
over the proceedings for the reorganization of the Seller 
(nos. 74B614-802, inclusive) after notice by the means 
and to the parties designated by the District Court and a 
public hearing before the District Court and with respect 
to which the time to appeal or further to appeal has 


expired and which grants to Seller the 


wie 
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legal authority to enter into and to observe, fulfill and 
perform all of the terms and conditions of this contract 
and the Option Agreement. 


(f) The word "Improvements" shall mean the 


buildings, structures and other facilities on the Premises, 


together with all right, title and interest of the Seller 
in the fixtures installed and used in connection with the 
operation of the building and structures on the Premises 

and the personal property described in Schedule Leake 

(¢) The word "Seller" shall include Messrs. 
Crowley and Siegel as Trustees of the corporations in pro- 
ceedings for reorganization of Corporations bearing File 
Numbers 74B614-802 in the District Court, as well as where 
the context so requires, those corporations. 

(h) The words "Marketable Title” shall mean 
good and marketable title to the Premises free and clear of 
all liens, encumbrances, agreements, restructions and 
burdens, except for Permitted Encumbrances. 

(i) The words "Digas License Agreement" 
shall mean the license agreement dated July 17, 1973 
between Topps of Chicago Heights, Inc., as Licensor and 


Digas Company of Delaware, as Licensee. 
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(j) The words "Escrow Agreement" si:all mean 
the Escrow Agreement dated Ai { t% 4 1976 among Seller, 
Buyer and Chicago Title and Trust Company as Escrow Agent 
("Escrow Agent"). A copy of the Escrow Agreement is ( 


attached hereto and marked Exhibit 1.23. 


(k) The word “Mortgage” shall mean the mortgage 
dated November 1, 1961 from Bonobest Development Corporation to 
the Massachusetts Mutual Life Insurance Company and recorded as 
document 18363477 in the Office of the Recorder, Cook County, . 
Illinois and on which there is $203,358.43 atstanding on 
March 1, 1976, together with accrued interest. 

(1) The term “Collateral Security Documents” 
shall mean assignments of rent, security agreements, financing 
Statements or other documents granting additional Security or 
powers to the holder of the Mortgage. 

(m) The term “Permitted Encumbrances" shall 
mean the matters, exceptions and state of facts affecting title 
to the Premises, as listed beiow: 

(1) All liens for fiscal 1975 or the current 
or future fiscal periods for unpeid real estate and personal 
property taxes, vault charges, assessments, water and sewer 
charges and rents, subject to adjustment under 8.4 and 8.5. 

(2) All violations of iaw or governmental or- 


dinances, orders or requirements, noted or issued by any govern- 
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mental office, department or authority having jurisdiction 
("governmental authorities”), but which as of the date 


hereof were not noted or issued by any governmental authority. 


. 


(3) All present and future zoning and building 


laws, ordinances, codes, restrictions and regulations of all 


governmental «uthorities and zoning variances and special ex- 
ceptions, if any, and all present or future violations thereof. 

(4) <Any state of facts (including but not 
limited to changes in the line or the alignment of any street) 
a current survey of the Premises, or a physical inspection 
thereof, would disclose, -ucluding, without limitation, all 
encroachments and projections of the Improvements upon or over 
Streets or adjacent premises and all encroachments and projec- 
tions on or over the Premises. 

(5) Consents by any present or former owner of 
any of the Assets or any part thereof for the erection or main- 
tenance of any structure or structures on, under or over any 
abutt.ing street or streets. 

(6) All rights, easements and agreements, 
whether or not of record, for the erection and/or maintenance 
of water, gas, electric, telephone, sewer or other utility pipe 
lines, poles, wires, conduits or other like facilities, and ap- 


purtenances thereto, over, across and under the Premises. 
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(7) Possible lack of or revocable nature of 
the right, if any, to maintain or use any space, facilities 
Or appurtenances outside the boundaries of a property or the 
building lines, whether on, over or under the ground, includ- 
ing, without limitation, all vaults, marquees, signs and side- 
walk openings. 


(8) Possible easements over or failure of 


title to that part, if any, of any property lying in or under 
; 


the bed of auy street, road or highway, open or proposed, on, 


in from of or adjoining the premises as such street, road or 
highway is presently or was formerly laid out, or is shown on 
any filed map. 

(9) The Mortgage. 

(10) The Digas License Agreement. 

(11) Covenants and restrictions in deed dated 
April 28, 1961 and recorded May 3, 1961 as document 18152214 
that premises in question should not be used for a retail 
super market grocery business provided this prohibition shall 
not apply to a department store with food department nor a 
delicatessen not excess of 10,000 square feet. 

(12) Easement for telephone and electric ser- 


vice, together with right of access to the Premises as created 


BEST GOPY AVAILABLE 
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by Grant to Commonwealth Edison Company and the [llinois Bell 

Telephone Company recorded August 17, 1961 as document 18250078. 
(13) Easement for a sanitary sewer over the North 

15 feet of the South 60 feet as shown on the plat dated April l, 

1960 known as C 1337 and plat dated May 11, 1961 known as D 852 

of the Mulford Engineering Service of Chicago Heights, and refer- 

red to in agreement between Chicago Title and Trust Company as 


trust No. 35881 to Bonobest Development Corporation dated August 


10, 1961 and recorded August 22, 1961 as document 18254389. 


(14) Easement for an 8 inch sanitary sewer line 
dated December 1, 1961 and recorded February 23, 1962 as docu- 
ment 18408598 made by Bonobest Development Corporation to the 
Kroger Company. 

(15) Easement for telephone and electric service, 
together with right of access to the Premises as created by 
Grant to Commonwealth Edison Company and Illinois Bell Tele- 
phone Company recorded September 13, 1962 as document 18589611. 

(16) Party walls on East and West lines of the 
Premises. 

(17) Agreement dated April 15, 1971 between Seller 


and The Kroger Co, as amended by letter dated May 20, 1971. 


ae 
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2. Purchase Prices 
2.1 The purchase price for the Premises is 

$650,000.00 to be paid as follows: 
(a) $45,000.00 in cash on the signing 
of this contract, payable as follows (i) $10,000 to Seller 
and (ii) $35,000 to the Escrow Agent, to be held pursuant 


to the Escrow Agreement. 


(b) $401,641.57 at Closing in cash; 

(c) $203,358.43 by taking subject to but 
in no way assuming the Mortgage provided, however, that if any 
principal payments, including a prepayment in whole or in part 
of the Mortgage,be made by the Seller,those principal payments, 
together with all costs incurred in making those payments, 
including but not limited to all prepayment penalties, shall 


be added to the amount in (b) to be paid in cash. 


2.2 All closing cash payments shall be made 
by certified or official bank check drawn on or by a New York 


Clearinghouse member bank and payable to Seller. 
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3. Covenants 
3.1 Buyer agrees, as follows: 

(a) To pay all taxes, and charges in 
the nature of or in lieu of taxes, and filing and record- 
ing fees arising out of this contract or the Escrow Agree- 
ment, or the sale, assignment or transfer of the Premises, 
or the delivery, filing or recording of the deed, assign- 
ments of lease or other instruments of conveyance or trans- 
fer and to indemnify and hold the Seller harmless there- 
from. 

(b) Buyer agrees for a period of three 


years following the Closing to make available to the 


Seller for inspection and copying at reasonable times upon 


reasonable advance request all records of the Seller deliv- 
ered to Buyer in connection with the Closing. 

3.2 The parties agree, as follows: 

(a) All certiorari proceedings pending on 

the Closing with respect to the Premises for the reduction of 
the tax assessment for years prior to the current fiscal tax 
year may, at the Seller's election, be continued by the 
Seller and the Seller shall have the right to make any settlement 


thereof without Buyer's approval and shall be entitled to retain all 
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savings and refunds obtained therefrom. Buyer acknowledges 
that proceedings before the Board of Appeals of Cook County 
have resulted in a reduction in the assessed valuation of the 
Property in accordance with the letter dated March 9, 1976 
from Max Earl Sherman, Esq., 100 N. LaSalle Street, Chicago, 
Illinois ("Sherman"), a copy of which is attached hereto and 
marked Exhibit 3.2. The net amount of any reduction in the 
real estate taxes for the current fiscal tax year (and any 
prior tax year on account of which payments are made in the 
current year), whether by way of refund, credit or other sav- 
ings, shall be apportioned between the Seller and Buyer, after 
the payment of attorneys' fees, experts' fees and other dis- 
bursements, in the same manner as provided in 8.4; provided 
however that Seller's liability for the legal fees and disburse- 
ments of Sherman shall not exceed, and Seller agrees to pay to 
Sherman, 25% of the tax savings received by Seller on account 
of the proceedings concluded by Sherman and Buyer agrees to pay 
and hereby indemnifies and holds Seller harmless against the 
balance of legal fees and disbursements payable to Sherman pur- 
suant to Exhibit 3.2. 

(b) Any dispute arising out of or in connection 
with this contract or the making hereof shall be submitted by 


the parties for resolution to the District Court. Buyer agrees 


he will not, and waives all right to, file a lis pendens in 


connection with any dispute hereunder. Following the Closing, 
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Buyer shall have no right of rescission for any representation, 


agreement or promise of the Seller surviving the Closing. 


(c) Seller and Buyer shall use their best ef- 
forts to perform with reasonable dispatch the acts to be done 
by each of them to satisfy the conditions precedent to the 
Closing. 

(d) At any time and from time to time after 
the Closing, each party hereto shall execute, acknowledge and 
deliver, or cause to be executed, acknowledged and delivered, 
such additional instruments or documents and shall take or 
cause to be taken such further action as the party may rea- 
sonably request to evidence and effectuate the transactions 


contemplated under this contract. 


4. Conditions Precedent 
4.1 As conditions precedent to Buyer's obligation 
purchase the Premises, and to perform its other obligations 


under this contract: 


(a) The Final Order shall have been obtained. 
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(b) No event described in 5 or 6 which 
would permit Buyer to elect to terminate this contract 
shall have occurred. 
(c) All of the documents to be delivered by 
the Seller pursuant to 7 shall be delivered. 
(d) The licensee under the Digas License 
Agreement shall have waived its right, if any, to termi- 
nate the Digas License Agreement or require the licensor 
under that agreement to purchase any of the licensee's 
property by reason of the closing of the store operated by 
Topps of Chicago Heights, Inc. on the Premises or the ter- 
mination of the lease between Illinois Topps Realty Corp., 
lessor, and Topps of Chicago Heights, Inc., lessee, provi- 
ded that Buyer shall have agreed to the reasonable satis- 
faction of such licenseeto recognize such licensee as his 
tenant. 
4.2 As conditions precedent to Seller's obliga- 
tion to transfer the Premises: 
(a) The Final Order shall have been cb- 
tained. 
(b) Buyer shall have duly tendered the pay- 
ments and the instruments described in 2, 3 and 7. 
(c) The licensee under the Digas License 
Agreement shall have waived its right, if any, to 


terminate the Digas License Agreement or require 


the licensor under that agreement to purchase any 


of the licensee's property by reason of the 


closing of the store operated by Topps of Chicago 


Heights, Inc. on the Premises or the termination 
of the lease between Illinois Topps Realty Corp., 
lessor, and Topps of Chicago Heights, Inc., les- 
see, provided that Buyer shall have agreed to the 
reasonable satisfaction of such licensee to 


recognize such licensee as his tenant. 
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5. Title and Title Insurance 

5.1 Buyer, at its sole cost, shall make application 
promptly after the date hereof to a title insurance company 
for its commitment to Buys. to issue upon the payment of its 
regular premium an ALTA Standard Form B, 1970 revision, title 
insurance policy insuring the Buyer's Marketable Title to 
Premises in the amount being paid therefor as specified in 2 
of this contract, subject only to Permitted Encumbrances. 


Buyer shall notify the Seller as promptly as possibie and in 


any event at least fifteen (15) days prior to the Closing of 


any exceptions, defects or objections which Buyer claims are 
not Permitted Encumbrances. Failure to give such notice shall 
not, however, constitute 4 waiver of any such exception, de- 


fect or objection. 


5.2 If at Closing the Seller is unable to convey to 
Buyer title to the Premises subject to and in accordance with 
the provisions of this contract or is unable to fulfill any 
condition to Buyer's obligations under this contract, the Sel- 
ler shall be entitled, upon written notice delivered to Buyer 
at or prior to the Closing, to reasonable adjournments of the 


Closing date one or more times, for not exceeding 60 days in 
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the aggregate, to enable the Se!.e* to convey such title or 
fulfill any such condition under ‘4's contract. If the Seller 
does not so elect to adjourn the Closing, or if at the ad- 
journed date the Seller is unable two convey title subject to 
and in accordance with the provisions of this contract, then 
either (i) Buyer may terminate this contract by written notice 
delivered at or prior to the date fixed for Closing as provided 
in 1.2(c) hereof, or the adjourned date, as the case may be, 
whereupon this contract shall terminate and neither paciy shall 
have any obligations of any nature to the other hereunder or by 
reason hereof, except that the provisions of 3.2(b), 10, 14, 


18 and 22 hereof shall s'trvive such termination and the Seller 


shall pay the amount paid under 2.1(a) to Buyer, or (ii) Buyer 


may elect, as permitted by 5.3 hereof, to take such title as 

the Seller is able to convey. The failure of Buyer to give 

the Seller notice of termination as provided in subdivision (i) 

above shall be deemed an electyion by Buyer to take such title 

as the Seller is able to convey, anc, in such event, the Closing 

date shall be automatically adjourned for a period (or additional 
period, as the case may be) of fiteen (15) days. If the Seller elects 


to adjourn the Closing as provided above, this contract shall not 
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be deemed to require Seller to take or bring any action or 
proceeding or any other steps to remove any defects in or 
objection to title or to fulfill any such condition of the 
performance of this contract or to expend any moneys therefor, 
and, in the event Seller elects not to take any such steps, 
Buyer shall not have any right of action against Seller in law 


or in equity, for damages or specific performance. 


5.3 Buyer at any time may accept such title as Sel- 
ler can convey, withowt reduction of the purchase price or any 
creait or allowance on account thereof or any claim against Seller. 


The acceptance of the closing documents by Buyer shall be deemed 


to be full performance of, and discharge of, every agreement 


and obligation on the part of Seller to be performed hereunder 


as a condition precedent to Buyer's obligations. 


5.4 Each party shall deliver to the other party 
or to Buyer's title insurance company such duly executed and 
acknowledged or verified certificates, affidavits and other 
documents respecting the power and authority to perform the 
obligations hereunder ance as to the due authorization thereof 
by appropriate corporate, partnership or other proceeding and 


as to the authority of the officer, partner or other represen- 
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tatives acting for it at the Closing, as counsel for the other 


party or Buyer's title insurance company may reasonably request. 


5.5 If the Premises shall, at the time of Clos- 

ing be subject to any liens such as for judgments or transfer, 
inheritance, estate, franchise, license or other similar taxes 
Or any encumbrances or other title exceptions which would be 
grounds for Buyer to reject title hereunder, the same shall not 
be deemed an objection to title provided that, at the time of 
Closing, Buyer's title insurer will issue or bind itself to is- 
sue a policy which will insure Buyer against collection there- 
of from or enforcement thereof against the Premises, (i) for a 
premium computed at regular rates, or (ii) for a premium in excess 
of the premium computed at regular rates, provided Seller shail 

pay the amount of such excess attributable to such insurance 
against collection from or enforcement against the Premises. If 
request is made within a xeasonable time prior to the date of 
Closing, Buyer agrees to provide at the Closing separate certified 
or official bank checks, as requested, aggregating the amount of 
the cash to be paid to the Seller at the date, to facilitate the 


Satisfaction of any of such liens or other defects, and the 


existence of any thereof shall not be deemed defects in or objec- 


tions to title if Seller shall deliver at the Closing instruments, 
in recordable form, sufficient to satisfy the same, together 


with the cost of recording or filing thereof. 
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5.6 The expenses of the examination of title and 


a survey of the Premises shall not be liens on the Premises. 


6. Casualty and Condemnation 


6.1 The risk of any loss by fire or other casualty 
Or by the taking of the Premises or any part thereof by emi- 
nent domain shall be assumed solely by Seller until Closing, 


provided, however, that in the event of damage to or destruc- 


tion of not more than 5% of the Improvements or the taking of 


not more than 5% of the Premises, this contract shall rem-in 
in force, and, subject to the rights of the holder of the 
Mortgage, the Seller shall pay over to Buyer the amount of 

the insurance proceeds collected or condemnation award allowed 
to the extent not applied to the restoration or repair of the 
Premises or, if any proceeds or award has not been collected, 
Seller shall assign to Buyer all its right, title and interest 


in and to the same. 


6.2 If more than 5% of the Improvements on the Pre- 
mises shall be damaged by fire or other casualty and shall not 


be substantially restored or repaired by Closing, or if more 
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than 5% of the Premises shall be taken by eminent domain, then 
Buyer may, at its option, (i) terminate this contract with 
respect to the Premises so damaged or taken or (ii) elect ‘to 
proceed as provided in 6.1 with respect to damage to not more 
than 5% of the Improvements or a taking of not more than 5% of 
those Premises. Upon termination pursuant to the preceding 
sentence, the obligations of each party to the other shall 
terminate except that the* provisions of 3.2(b), 10, 14, 18 


and 22 shall survive and Seller shall pay the amount paid 


under 2.1(a) to Buyer. 


6.3 If any event described in 6 shall occur, the pro- 
visions of 6 shall control, and the Uniform Vendor and Purchaser 


Act or similar laws shall not be applicable. 


7. Closing Documents 
7.1 Seller shall deliver the following at Closing 


subject to and in accordance with this contract: 


(a) A deed to the Premises, conveying Market- 
able Title to Buyer. The deed shall be a bargain and sale 
deed without covenant against grantors acts, or similar form, 


executed in form for recording and shall recite the full pur- 
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chase price. The Seller, at its option, may omit from the deed 
the recital of any or all of the Permitted Encumbrances, but 
the Premises shall nevertheless be deemed to have been trans- 
ferred subject to the same and the provisions of this sentence 
shall survive delivery of the deed. 

(b) The Real Estate Transfer Declaration as 
required by the rliinots Department of Revenue. 


(c) An assignment, without representation, war- 


ranty or recourse of all right, title and interest of the 


Seller as licensor under the Digas License Agreement, together 
with such correspondence and other records, if any, pertaining 
to that agreement which Seller has available. 

(d) A currently dated letter or certificate 
from the holder of the Mortgage with respect thereto, ex- 
ecuted by a duly authorized officer thereof, stating that there 
have been no amendments or modifications thereof, the amount 
of the unpaid principal balance secured thereunder which shall a 
exceed the sum of $203,358.43, the date of maturity thereo., 
the last date to which interest thereunder shll have been 
paid, the amount of any deposits being held by such holder 


thereunder, and the items comprising such deposits 
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and to the best knowledge of such holder, such mortgage is not 
in default and no event or condition has occurred which with 
notice or lapse of time or both would constitute such a de- 
fault. 

The letter or certificate of the holder of the 
mortgage shall consent to the termination of the lease between 
Illinois Topps Realty Corp., Lessor and Topps of Chicago 
Heights, Inc., lessee and to the release of the guarantor of 
that lease and shall release the lessee and guarantor from all 
liabilities and claims arising out of the lease and guaranty 


thereof. 


(£) All original documents and writings re- 
lating to the continuing ownership and operation of the Pre- 


mises including certificates of occupancy. 


7.2 Buyer shall deliver the following at Closing 
subject to and in accordance with this contract: 
(a) The payments described in 2 and 3 of this 
contract. 
(ob) Assumptions of all of the licensor's 


obligations under the Digas License Agreement from and 


after the date of Closing, and agreements to indemnify and 
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hold harmless the Seller from all claims, losses, liabilities 
and expenses, including attorneys' fees, arising out of Buyer's 


failure to perform or comply with any such obligations. 


8. Adjustments 


At Closing, the follewing adjustments on the basis of 
a 12-month year - 30 day month shall be made between the par- 


ties. 


8.1 Rents (including tax escalation) under the Digas 
License Agreement when, as and if collected, subject to the 
following: 
The payments collected on account of the fixed 
rent shall be successively applied to the payment of (1) rents 
due and payable in the month in which the Closing occurs, (2) 


rents due and payable in the months succeeding the month in 


which the Closing occurs, up to and including the month in 


which payment is made, and (3) rents due and payable in the 
months prezeding the month in which the Closing occurs, if any. 
Percentage lease rents shall be adjusted as of the Closine on 
the basis of the fiscal period under the percentage rental pro- 
vision in the Digas License Agreement and shall be payable by 


Buyer when finally ascertained and received by Buyer. Rents 


atcCtribucabie CO als. Cds air 


portioned as of the closing of title, subject to the provisio 


+ 
KJ bb 


in 8.4 and 8.5, and shall be applied to satisfy in full tne payment 
obligations of the tenant in the order in which those obliga- 
tions become payable. Buyer shall cause all bilis for per- 
centage rental, tax and license fee payments for the periods 

prior to and including the Closing to be promptly delivered. 

Seller may enforce collection of rents (including percentage 
rental and tax escalation payments) for periods prior to the 
Closing by appropriate judicial proceedings (other than sum-~ 

mary proceedings) and Buyer shall cooperate in such collec- 


tion but without cost to it. 
8.2 Interest on the Mortgage. 


8.3 Premiums on transfereblé insurance policies, 


or renewals, in effect or as extended at Closing. 


taxes (and any special assessments, 
water and sewer taxes or other charges payable in the same 
manner aS real estate taxes). If the Closing shall occur »» 
fore the tax rate is fixed, apportionment of real estate [2°" 
shall be upon the basis of the tax rate for the next precei- 


ing year applied to the latest assessed valuation. te the 


Closing shall occur before final bills for fiscal 1975 have 


been issued to Seller, apportionment of real estate taxes 
shall be upon the basis of the 1975 or latest prior tax rate 
applied to the latest assessed valuation as set forth in 


hibit 3.2% 
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8.5 Personal property taxes. 

Except as herein expressly otherwise Provided, the 
“Customs in Respect to Title Closings" adopted by the Real 
Estate Board of New York, Inc., shall apply to the above ap- 


portionments. 


9. Representations; Condition of Property 


9.1 Buyer acknowledges that: 

(a) He is fully familiar and satisfied with 
the condition and repair of the Premises, the value, income, 
expenses and operation thereof and the uses which may be 
made of the Premises or any other matter with respect there- 
to, including, without limitation, the Digas License Agree- 
ment; 

(b) He has inspected, or caused to be in- 
spected, the Tremises and has independently investigated, 
analyzed and appraised the value and the profitability there- 
of; 

(c) Except as expressly set forth in this 
contract, neither Seller nor any agent or representative of 
Seller has made, and Seller is not liable for or bound in any 


manner by, any express or implied warranties, guarantees, 


Promises, statement, inducements, representations or informa- 


tion pertaining to the Premises, or any part thereof, the 
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physical condition, income, expenses or operation thereof, 

the uses which can be made of the same or any other matter 
thing with respect thereto, including, without limitation, 
leases, and that without limiting the foregoing, except as 
expressly set forth in this contract, Seller is not liable for 
or bound by (and Buyer has not relied upon) any verbal or writ- 


é 


ten statements, representations, real estate brokers' “set-ups" 


or any other information respecting the Premises furnished by 


the Seller or any broker, employee, agent, consultant or other 


person representing or purportedly representing the Seller. 


(a) No responsibility has been assumed by 
Seller as to the condition or repair of the Premises or the 
value thereof or as to any other fact or condition which has 
or might affect the Premises or the condition, repair, value, 


expense of operation or income potentials thereof. 


9.2 Buyer, by acceptance of the closing documents, 
shall accept the Premises in the condition in which they are 
at the time of the execution of this contract, ordinary wear 


and tear excepted. 


10. Brokerage 


The parties hereto représent that no broker 
has been involved with the negotiations of this contract and 
the purchase of the Premises pursuant hereto and that no broker 


is entitled to a commission in connection with this transaction. 


Bp a Buyer's Default 


In the event Buyer shall default in the perform- 
ance of Buyer's obligations under this contract, Seller may 
retain all sums paid by Buyer under 2.1 as liquidated damages 
or have recourse to such rights, relief and remedies as may be 


available at law or in equity. 


L2. Assignments 


No assignment hereof by Buyer shall be valid 


unless a duplicate original thereof containing an assumption 


by the assignee or assignees, in form satisfactory to the 
Seller, shall be delivered to the Seller. No assignment shall 
relieve Buyer from performance of the obligations undertaken 


by Buyer under this contract. 


13. Notices 


All notices, requests, consents and other communica- 
tions required or permitted to be delivered hereunder shall be 
in writing and shall be delivered by Registered or Certified 
Mail, postage and registration or certification charges prepai 
as follows: 

To Buyer at: Mr. John: Hancock 


3100 Bernice Road 
Lansing, Illinois 60438 


and, to the Seller c/o Samuel W. Ingram, Jr., 
Or any member there- Shea Gould Climenko Kramer 
of at: 330 Madison Avenue 

New York, New York 10017 


Any party hereto may, from time to time, designate any other 
address to which such notice, request, consent or other con- 
munication addressed to it shall be sent. All such comnmuni- 


cations shall be effective on delivery. 


14. Expenses 


Whether or not the transactions contemplated under 
this contract are consummated, each party hereto shall pay his 
own expenses incident to the preparation and performance of 


this contract, including, without limitation, attorneys’ fees. 


15. Survival of Agreements 


All covenants, agreements, representations and war- 
ranties made herein shall survive the execution and delivery 
of this contract and the consummation of the transactions 


contemplated herein. 


16. Entire Agreement 


This contract (including all schedules annexed here- 
to) contains the entire agreement between the parties with 
respect to the subject matter hereof and supersedes all prior 


understandings, if any, with respect thereto. This contract 


may not be modified, changed, supplemented or terminatedd, 


nor may any obligations hereunder be waived, except by writ- 
ten instrument signed by the party to be charged or by his 
agent duly authorized in writing or as otherwise expressly 
permitted herein. The parties do not intend to confer any 
benefit hereunder on any person, firm or corporation other 


than the parties hereto. 
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17. Waivers; Extensions 

No waiver of any breach of any agreement or provi- 
sion herein contained shall be deemed a waiver of any preced- 
ing or succeeding breach thereof or of any other agreement or 
provision herein contained. No extension of time for perfor- 
mance of any obligations or acts shall be deemed an extension 


of the time for performance of any other obligatiens or acts. 


18. No Recording 


The parties each agree that neither this contract 


nor any memorandum or notice thereof shall be recorded. 


19. Counterparts; Captions 


This contract may be executed in counterparts, each 
of which shall be deemed an original. The captions are for 
convenience of reference only and shall not affect the con- 


Struction to be given any of the provisions hereof. 


20. Pronouns; Joint and Several Liability 


All pronouns and any variations thereof shall be 


deemed to refer to the masculine, feminine or neuter, singular 
or plural, as the identity of the parties may require. If the 
Buyer consists of two or more parties, the liability of such 


parties shall be joint and several. 


21. Claims 

Whenever any Party shall learn through the filing 
of a claim or the commencement of a Proceeding or otherwise 
of the existence of any liability for which another party is 
Or may be responsible under this contract, such Party shall 
notify the other Party promptly and furnish such copies of 
documents (and make Originals thereof available) and such other 
information as such Party may have which may be used or useful 
in the defense of such claims and shall afford Said other party 
full Opportunity to defend the same in the name of any Party 
and shall generally cooperate with the other party in the 


defense of any such claim. 


22. No Personal Liability of Trustees 


It is expressly agreed that the obligations of 


Seller under Or with respect to this contract do not consti- 
tute personal obligations of the Trustees or any of them and 
shall not involve any claim against, or liability on the part 
of, any of them and that Buyer will look solely to the as- 
sets of Illinois Topps Realty Corp. in respect of any claim 
under or with respect to this contract and will not seek re- 
course against the Trustees or any of them or any of their 


personal assets. 


IN WITNESS WHEREOF, the parties have duly executed 


this contract as of the day and year first above written. 


Herbert 8B. Slege 


as Trustees of Illinois 
Topps Realty Corp. a 
corporation in proceed- 
ings for reorganization 
under Chapter X of the 
Bankruptcy Act in the 
United States District 
Court for the Southern 
District of New York 
under File Nos. 
74B614-802, inclusive, 
and not individually. 


€ 
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Schedule 1.2(b) 


That part of Lot 'B' in North side division being a Subdivi- 
Sion of the South 700 feet of the North 740 feet of that 
part of the South half of Section 17, Township 35 North, 
Range 14 East of the Third Principal Meridian lying West of 
Westerly right of way line of Chicago Road (also known as 
Chicago Vincennes Road) and lying East of Easterly right of 
way of Dixie Highway. Beginning at a point 10 feet South 
of the North line of said Lot 'B' and 400 feet East of the 
North East corner of Lot 'A' in North Side Division of a- 
foresaid East along a line 10 feet South of and parallel 

to North line of said Lot 'B' a distance of 596 feet thence 
South on a line perpendicular to last described line a 
distance of 490 feet thence West on a line parallel with 
North line of said Lot 'B' a distance of 596 feet to a 
point 400 feet East of East line of said Lot 'A' extended 
South thence North to point of beginning, in Cook County, 
Illinois. 


Personal Property 


Any conveyors, accessories and spare parts for same located 
On the premises at 160 JOE ORR ROAD, CHICAGO HEIGHTS, ILLI- 
NOIS, together with all heating, plumbing and electrical 


appliances, if any, located thereon, without warranty or 
representation, express or implied. 


Schedule 1.2f 


LAW OFFICES 


Sot I. DVORKIN le dias 
1900 NORTH LASALLE STTreET 
CHICAGO,ILLINOIS 60602 


Max LEant SueRrMAN 


FRanmunm 2-1407 


RECEIVED 


nin j ] 1976 
TAX DEPT. 


March 9, 1976 


Mr. N. J. Loizzi 

Interstate Stqawes 

Tax Department 

111 Fighth Avenue 

New York City, New York 10011 


RE: 1975 Quadrennie’? . ssessment 
160 Joe ‘Orr Roa . Chicago Heights, Ill. 


Dear Nick: 


Pursuant to the order of bankruptcy court on 
December 11, 1975, we proceeded with a com- 
plaint before the Cook County Board of Ap- 
peals relative to the tax assessment for 
1975 on your Store No. 88 in Chicago Heights, 
Illinois. 


The assessment for 1975 was $490,054.00. As 

a result of a hearing on the complaint, a re- 
duction was obtained in the assessed valuation 
as indicated below, and I am enclosing herewith 
an official notice of the Board of Appeals of 
the reduction. 


Original Revised Decrease 
Assessment 490,054 272,003 218,051 


Applying the present equalization factor of 1.4453 
and the tax rate of $9.121 per $100.00 of assessed 
valuation, results in a tax savings of $28,744.74 

for each of the years 1975, 1976, 1977 and 1978. 


In January you received a first installment bill 
which was predicated on the old 1974 assessed 
valuation. As I indicated by my letter of 
January 29, 1976, this was an estimate 


March 9, 1976 


Mr. WN. J. Lolezi 
Interstate Stores 
Tax Departuent 


RE: 1972 Quadrennial Assessment 
160 Joe Orr Road, Chicago Heights, I11l. 


to enable the*County Treasurer to obtain money 
in advance against the total 1975 bill. The 
second installment would have been based upon 
the assessment of $490,054.00 if a complaint 
had not been filed. As it now stands, you will 
receive a bill for the second installment 

based upon the revised assessment of $272,003.00 
and you will receive credit for the amount 

paid on the first installment against the total 
taxes for 1975, based upon the revised assess- 
ment. 


I am enclosing herewith a statement setting 
forth the fees due, pursuant to the order of 
bankruptcy court confirming our arrangement. 

I have, however, indicated that this fee should 
be spre2d over the four years of the.quadren- 
nia The purpose in doing this is because 
the is a potential that the Assessor may 
cha. © the assessment in any one of the quad- 
rennial years. Therefore, we will continue to 
follow this matter and to make the apjropriate 
complaints and take the appropriate action, 
‘and revise the statement of fees whenever and 
‘if ever such action becomes necessary. 


Sruly, 


MES:ck a Eatl Sherman 
Enclosure wv 


cc: Joel I. Papernik 
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LAW OFFICES 


MAX EARL SHERMAN & SOL [. DVORKIN 
100 NORTH LA GALLE STREET 


CHICAGO. ILLINOIS 60602 


March 9, 1976 FRANKLIN 2°-1487 
hterstate Department Stores 

linois Topps Realty Corp. 

1 Eighth Avenue 

w York City, New York 10011 


or Professional Services Rendered RE: Proceedings before Board of Tax 
Appeals with reference to the 1975° 
Quadrennial As:essment for the peiod 
1975, 1976, 1977 and 19735 for the pro- 
perty located at 160 Joe Orr Road in 
Chicago Heights, Illinois. 


Volume 13, Perm. Index No. 32-17-302-025 


Fees based upon 25% of tax savings for 
each of said years (1975, 1976, 1977 & 
1978) $28,744.74 


Said fees payable as follows: 
Due presently $7,186.19 
Due March 1, '77 7,186.19 
Due March 1, '78 7,166.18 
Due March 1, ‘79 7,186.18 


TA lauyers time and advice are his stock in trade” 


Commissioner 


B. A. Notice #46-4 


v 
ARY H. SEMROW SEYMOUR ZABAN 


COMMISSIONER COMMISSIONER 
e ° 


BoarD OF APPEALS OF COOK COUNTY RECEIVED 
ROOM 601 COUNTY BUILOING 
TELEPHONE 443- $542 mK J 1 1976 


CHICAGO, ILLINOIS 60502 
ct TAX DEPT 


NOTICE OF REDUCTION IN ASSESSED VALUATION 


Complaint No. rf Ps VEA 
en 
voi. / 3 Permanent Index A 7 -3¢ 2A- Aa? 


Dear Complainant: 
Harry H. Semrow and Seymour Zaban, Commissioners of the Board of Appeals 
of Cook County, are pleased to inform you that as a result of the hearing 


on your complaint they have directed the Assessor to reduce your assessed 
valuation as follows: 


Assessor's 1975” Oe Reduced 1975” 

Assessed Valuation OO Assessed Valuationg2 / Z. OO. 5 
The corrected Assessed Valuation will be equalized by the Illinois 
Department of Local Government Affairs, as provided by law. 


Very truly yours, 


Commissioner ' 


B. A. Notice #46<4 


cee coe es ee 


HARRY H. SEHROW ~ [Aa SEYMOUR ZABAN 
MEMBER es oj : MEMBER 


BOARD OF APPEALS OF COOK COUNTY 


ROOM 601, COUNTY SUILDING 
TELEPHONE 443-5542 


CHICAGO, ILLINOIS 60602 


NOTICE OF REDUCTION IN ASSESSED VALUATION 


se 
Complaint No. LIZBA#C 
Vol. a Permanent Index No. 1.2 


tee 


Dear Complainant: 4 


Horry H. Semrow ond Seymour Zaben, Members of the Board of Appeals 
of Cook County, are pleased te inform you that as a result of the hearing on 
your complaint they have directed the Assessor to reduce your assessed 
valuation as follows: 


Assessor's 1975" ; Reduced 197 

Assessed Valuation FF. Assessed Valuation 27K 00.3 
The corrected Assessed Vaiuation wil! be equalized by the Illinais Oepart- 
ment of Local Government Affairs, as provided by law. 


Very truly yours, 


av Xp 


MEMBER MEMBER 
BA. NOTICE #RE 42-3 Z ity : 


CILICAGO TITLE AND TRU 
REFER TO: MRS. 
(312) 630-2719 


TyerorcerIa ) TIONS 


LNOLRUCT I 
pa 28 


ee 


TO: Chicago Title and Trust Company, Excrow 


JOUN M. KAVENY, 11 South La Salle Street, Chicago, 
(312) (726- 2157) for John E. Hancock (Buyer) gg est 
you the sum of 335,000.00 and a copy of a Real Esta 
(Contract) between Buyer and Joseph C. Crowl ey and Her 
as Trustees of Illinois Topps Realty Corporat I e 
under Chapter X of the Bankruptcy Act, etc., 


Oo MD e- 


Seller shall deposit with you within five 
of the contract and escrow agreement executed by both 


If the executed documents are not deposited within the time 
specified, then you are to return to John M. Kaveny, upon his 
written request, the money deposited and bill him for your charges 
which may be deducted from the deposit. 


If the documents are deposited with you,then on or before 
1976,Shey Gould Climenko Kramer & CApey by: Sunes 

or Gilbert Rotkin, 330 Madison Avenue, New York (l 

3200 for Seller will deposit with you the jt 


9 
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hereto and made a part ata 

A Bill of Sale executed by the Trustees convey 
personal property described in Schedule B atta 
and a part hereof. 


A valuation statement required by the 
of Revenue executed by the Trustees or 


An assignment by Seller of the lease referred to in 
Real Estate Contract as the Digas lease. 


A currently cated letter or certificate from the holder 
of the mortgage with respect thereto executed by a di 
authorized officer thereof stating that tnere have 

no amendments or modifications therof. The amount of 
unpaid principal balance secured thereunder whici si 
exceed the sum of $203,358.43. The date of maturit: 
The last date to which interest thereunder shall hav 
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paid. The amount of any deposits being held by such holaer 
thereunder and the terms comprising such deposits and to wie 
best knowledge of such holder, such mortgages not in dezgault 
and no event or condition has occurred which with notice or 

lapse of time, or both, would constitute such a default. 

The letter or certificate of the holder of the mortga 
consent to the termination of the lease between 1 

Realty Corp., lessor, and Topps of Chicago Heights, 

lessee, and to the release of tne guarantor oi that 

shall release the lessee and guarantor from all liab 
and claims arising out of the lease and guarantee th 


re 


r+ pt od 


oad 


A closing statement signed by the trustees indicating the 
balance due the trustees from the Buyer for the closing of 
the sale. 


A certified copy of the final order issued by the U. S. 
District Court of the Southern District of New York. 


All original documents and writings relating to the conti ng 
ownership and operation of the premises, including certificates 
of occupancy. (All Seller's deposits are to be approved in 
writing by John M. Kaveny). 
(ALL SELLER'S DEPOSITS ARE TO BE APPROVED IN WRITING. BY MR. KAVENY ) p 

On or before June 1, 1976, Buyer will deposit wita you the 
following: 
1. The balance of tl 1 I e price in uncertified 

as indicated in tl ing ..tement. (As advised 

in writing by t 


% 


A copy of the closing statement signed by Buyer. 


all of licensor's obligati 

ment,from and after the date of closing, 

to indemnify and hold harmless Seller from ali ciivsi 
losses, liabilities and expenses,including attor : 
arising out of Buyer's failure to perform or comp:s 
any such c*ligations. (As approved in writing by . 
Ingram «.d/or Gilbert Rotkin). 


When all deposits are received, you are directed to 
state stamps per declaration and then the 
filed for record at once when the uncertified creck 
been paid. When Chicago Title Insurance Compriuy | 
to issue its regular form of owner's title itsinsanc 
subject to the usual terms, conditions and cqevers 
ceptions contained therein, without extended cov 
general exceptions one, two, three, four and = 


rT : : 
VWEeeCGa 15 3 


mvs 
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for $650,000.00 insuring the title of said grantee, 


E. Hancock, and subject to the following: 


John 


: 


All titenus for fiscal 1975 or the current or 

future fiscal periods for unpaid real estate and 
personal property taxes, vault charges, assessinents, 
water and sewer charges, and rents subject to pro- 
rations. 


All violations of law or governmental ordinances, 
orders or requirements, noted or issued by any 
governmental office, department or authority 
having jurisdiction. 


All present and future zoning and building laws, 
ordinances, codes, restrictions and regulations 
of all governmental authorities and zoning 
variances and special exceptions, if any, and 
all present or future violations thereof. 


Any state of facts (including,but not limited to, 
changes in the line or the alignment of any 
street), a current survey of the premises, or a 
physical inspection thereof would disclose, 
including without limitation all encroachments 
and projections of the improvements upon, or over 
streets or adjacent premises, and all encroachment 
and projections on or over.the premises. 

Consent by any present or former owner of any of 
the assets or any part thereof for the erection 
or maintenance of any structure or structures on, 
under or over any abuting street or streets. 


All rights, easements and agreements,whether or 

not of record, for the erection and, or maintenance 
of, water, gas, electric, telephone, sewer or 

other utility pipelines, poles, wires, conduits 

or other like facilities and appurtenances therecos, 
over, across and under the premises. 


Possible lack of, cr revocable nature of, the’ r 
if any, to maintain or use any space, facilities 
or appurtenances outside the boundaries of a 
property or the building lines, whether on, over 
or under the ground, including without Limitatio 
all vaults, marquees, signs and sidewalk openin® 


Possible easemerts over, or failure of title to 
that part, if any, of any property lying in or 
under the bed of any street, road or hignway, oy 
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or proposed, on, in front of, or adjoining the 
premises as such street, road or highway is 
presently, or was formally layed out, or is shown 
on any filed map. 


The mortgage of the Massachusetts Mutual Life 
Insurance Company recorded with the Recorder of 
of Deeds of Cook County, Illinois as document 
No. 18363477. 


The Digas license agreement. 


Covenants and restrictions in the deed dated 
April 28, 1961 and recorded May 3, 1961 with 

the Recorder of Deeds of Cool: County, Illinois 

as document No. 18152214. That the premises in 
question should not be used for a retail super- 
market grocery business provided this prohibition 
shall not apply to a department store with a 

food department nor a delicatessen not in excess 
of 10,000 square feet. 


Easement for telephone and electric service, 
together with the right of access to the premises 
as created by grant to Commonwealth Edison Company 
and the Illinois Bell Telephone Company, recorded 
August 17, 1961 with the Recorder of Deeds of 

Cook County, Illinois as document No. 18250078. 


Easement for a sanitary sewer over the north 15 
feet of the south 60 feet as shown on the plat 
dated April 1, 1960 known as C-1337 and plat 
dated May 11, 1961 known as D852 of the ilulford 
Engineering Service of Chicago Heights and 
referred to in agreement between Chicago Title 
and Trust Company as Trust No. 35881 to Bonobest 
Development Corporation dated August 10, 1°9¢1 
and recorded August 22, 1961 with the Recorder of 
Deeds of Cook County, Illinois as document iso. 
18254389. 


Easement for an eight (8) inch sanitary sewer li'» 
dated December 1, 1961 and recorded February “uo, 
1962 with the Recorder of Deeds of Cook County, 
Illinois as document No. 18408598 made by Bonobdes« 
Development Corporation to the Kroger Company. 


Easement for telephone and electric service, 
together with the right of access to the premis> 
as created by grant to Commonwealth Edison Comp. 
and Illinois Bell Telephone Company, recorded 
September 13, 1962 with the Recorder of Deeds 9 
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Cook County, Illinois, as Document 18589611. 
Party walls on east and west lines of the premises. 


17. Agreement dated April 15, 1971, between Seller and 
the Kroger Company as amended by letter dated May 20, 
1971. (All exceptions will be approved in writing by 
John M. mayeey) 
(ALL EXCEPTIONS TO TITLE A TO BE APPROVED IN WRITING BY MR. KAVENY) 


You are then hereby authorized and directed to proceed as follows: 


To pay Seller the balance of the purchase price as shown on the closing 


Statement and deliver to Seller a copy of the closing statement signed 
by Buyer and the agreement of Buyer assuming all of the licensors ob- 
ligations under the Digas License Agreement. 


Deliver to Buyer the recorded deed and the remaining documents. 


Billing Instructions - direct that John E. Hancock be billed for 
$650,000.00 policy to include recording of deed, escrow fees, stamp 
fees and recording charges. 


Deliver Chicago Title Insurance Company Owners Policy to John E. Hancocl 


Default. 


In the event you receive written notice from the Buyer or Seller that 
either party is in default, you shall promptly after receiving such 
notice, notify the other party by Registered or Certified Mail at the 
address indicated herein, Return Receipt Requested, of such notice of 
default. If within ten days of receipt of such notice, you receive 

a written objection to the notice of default from the party claiined 

to be in default, you shall continue to hold the escrow deposit until 
you receive written directions, signed by both of the parties hereto, 
or the order of a court having jurisdiction of the subject matter. 

If you receive no objection, you are hereby authorized and direcced, 
if Seller notifies you of Buyer's default, upon written demand 27¢ 
Samuel W. Ingram and/or Gilbert Rotkin, to forward to them the e:ccrow 
deposit and all documents deposited by them, and if Buyer notifi-*s you 
of Seller's default, upon written demand of John M. Kaveny, you ive to 
return the escrow deposit to him. 


Notices. 


All notices to Seller shall be addressed to Samuel W. In 
Gilbert Rotkin, Shea, Gould, Climenko, Kramer & Casey, 3 
Avenue, New York, New York 10017. 


gram an 
30: Madis 


All notices to Buyer shall be addressed to Jonn'M. Kaveny, 
La Salle Street, Chicago, Illinois 60603. 


within 


Reconveyance Provisions. 


In the event Chicago Title Insurance Company is not prepared to issue 

its Owners Title Insurance Policy as provided herein, or you are not 
prepared to execute the disbursement and other instructions contained 
herein on or before June 1, 1976, you are hereby authorized and directed 
to continue to comply with the Escrow Trust Instructions until the receipt 
of a written demand from any party hereto for return of escrow trust 
aeposits made by said party. On a of such demand, depinemometemesaranticte tion 


pm “ mie gen pnt , : \, you are 
hereby Ble Tp and directed to return to the party making such a de- 
mand, the escrow trust deposits made by said party, and to deliver the 
remaining trust deposits to the sole order of the respective depositors 
thereof provided further, before returning any escrow trust deposits 

on the order or demand of Buyer, or his representative - you as escrow 
trustee have received in this escrow trust a Quit Claim Deed. 


If the Escrow Trust Agreement directs you to continue to comply with 
instructions following expiration of a time limit for making a deposit, 
until demand is received from the other party, unless otherwise pro- 
vided herein, the deposit may be made and accepted at any time prior 
to the receipt of the demand and default will be cured by said deposit. 


Whenever, under the terms and provisions of the Escrow Trust Agreement, 
the time for performance of a condition falls upon a Saturday, Sunday 
or holiday, such time for performance shall be extended to the next 
business day 


For the above purposes, amendments to the Escrow Trust Agreement shall 
be i ane? s cull the same asf/the agreement. 


Bhi [// Kae 


SHEA GOULD CLIMENKO KRAMER & CASEY 


ACCEPTED: Chicago Titles ‘and Trust Company, Escrow Trustee 


f F s f. ‘ 
Shae se ee lie Y/ J Ves 


Chicago, Illinois April iy i 1976. 


That part of Lot 'B' in North side division bei Subdivi- 


‘sion of the South 700 feet of the SS r of that 
part of the South hale of Section yi hi North, 


Range 14 East of the Third Princi ’ West oc 

Westerly right of way line of Chic ] own as 
Chicago Vincennes Road) and lying £ - Bast ely gee. oc 
way of Dixie Highway. Beginning a 

o£ the North line of said Lot: '3' 400 feet East of the 
North East corner of Lot 'A' in North Side Division of a- 
foresaid East along a line 10 feet South of and parallel 
to North line of said Lot ‘'B' a distance of 596 feet thence 
South;on a line perpendicular to last described line a 
distance of 490 feet thence West on a line parallel with 
North line of said Lot 'B' a distance of 596 feet to a 
point 400 feet East of East line. of said Lot ‘A' extended 
South thence North to point of beginning, in Cook County, 
Illinois. 
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EXHIBIT B 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


Reorganization 
Nos. 74 B 614-802 
INTERSTATE STORES, INC., formerly : Inclusive 
known as INTERSTATE DEPARTMENT 
STORES, INC., et al., 
NOTICE OF HEARING 
Debtors. ON APPLICATION 


NOTICE is hereby given that the 17th day of May 
1976, at i in the afternoon of that day, in Room 236, 
Upited States Courthouse, Foley Square, New York, New York, 
has been fixed as the time and place for a hearing for the con- 
sideration of an application for an order (i) approving an 
agreement between John E. Hancock ("Hancock") and the Trustees 
as Trustees of Illinois Topps Realty Corp. ( "Realty") to sell 
to Hancock the property and improvements at °60 West Joe Orr 
Road, Chicago Heights, Illinois for the price of $650,000 (ii) 
transferring all liens and security interests against any of 
the property (except permitted encumbrances) to the proceeds 
of the sale and (iii) authorizing the rejection of the store 


lease dated May 1, 1961, as amended, by the Trurtees as Trustees 


of Realty. 


The application is on file in the office of the 


7 
Honorable Edward J. Ryan, Bankruptcy Judge, and may be examined 


by interested parties in Room 230, United States Courthouse, 
Foley Square, New York, New York, during regular business 


hours. 
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NOTICE IS FURTHER GIVEN that the said hearing may be 
adjourned from time to time without notice other than the 


announcement of the adjourned date or dates at the hearing. 


BY ORDER OF THE COURT 


Dated: New York, New York 
JNay 3, 49%6 


Joseph R. Crowley and Herbert 
B. Siegel, Trustees 

c/o Interstate Stores, Inc. 

111 Eighth Avenue 

New York, N. Y. 

(212) 741 — 6200 


SHEA GOULD CLIMENKO KRAMER & CASEY 
Attorneys for the Trustees 

330 Madison Avenue 

New York, N. ¥.. 10017 

(212) 661-3200 


| 
| 
| 
| 
| 
| 
| 


ee rcneren—eears 
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EXHIBIT C 


Levin & Weintraub, Esq. 
225 Eroadway 
New York, New York 10007 


Securities and Exchange Commission 
26 Federal Plaza 
New York, New York 106007 


, White & Case, Esq. 
: 14 Wall Street 
New York, New York 10005 


Zalkin, Rodin & Goodman, Esqs. 
750 Third Avenue 
New York, New York 10017 


Popper & Popper, Esqs. 
200 Fifth Avenue 
New York, New York 10010 


Leinwand, Maron, Hendler & Krause, Esqs. 
10 East 40th Street 
New York, New York 10016 


' Milbank, Tweed, Hadley & McCloy, Esqs. 
One Chase Manhattan Plaza 
New York, New York 10005 


i Wachtell, Lipton, Rosen & Katz, Esqs. 


299 Park Avenue 
New York, New York 10017 


Robert Schwartz, Esq. 

Manufacturers Hanover Trust Company 
350 Park Avenue 

New York, New York 10022 


Debevoise, Plimpton, Lyons & Gates, Esqs. 
299 Park Avenue 
New York, New York 1uU017 


Emmet, Marvin & Martin, Esqs. 
48 Wall Street 
New York, New York 10005 


Cadwalader, Wickersham & Taft, Esqs. 
One Wall Street 
New York, New York 10005 


Phillip B. Johnson, Esq. 
205 Seventh Street 
Rockford, Illinois 61104 


Matsen, Cory, Matsen & Sprague 
1117 Washington Building 
Seattle, Washington 98101 


Vladeck, Elias, Vladeck & Lewis, Esqs. 
1501 Broadway 
New York, New York 10036 


Henderson, Daily & Foxworthy, Esqs. 
2450 One Indiana Square 
Indianapolis, Indiana 46204 


Bader & Bader, Esqs. 
274 Madison Avenue 
New York, New York 10016 


Zissu Lore Halper & Barron, Esgs. 
450 Park Avenue 

New York, New York 10022 A 
Fried, Frank, Harris, Shriver & Jacobson, 
120 Broadway 

New York, New York 


Meyers, Stevens & Walters, Esqs. 
Professional Corporation 

Suite 9100 Zenith Center 

6300 Wilshire Boulevard 

Los Angeles, California 90048 


John M. Kaveny, Esq. 
11S. LaSalle Street 
Suite 705 


Chicago, Illinois 60603 


Massachusetts Mutual Life Insurance Company 
1295 State Street 

Springfield, Massachusetts 01111 

Att: Warren R. Wise, Esq. 


Seymour Fagan, Esq. 

Fagan, Klugman, Monroe & Edell 
9171 Wilshire Boulevard 

Beverly Hills, California 90210 


Tila 
Order to Show Cause Dated 4/30/76 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


INTERSTATE STORES, INC., formerly 
known as INTERSTATE DEPARTMENT Reorganization 
STORES, INC., et al., Nos. 74 B 614-802 


Debtors. ORDER TO 
SHOW CAUSE 


At New York, New York in said District 
th 


on the’), day of April, 1976 
Upon the annexed application and sufficient cause 
appearing therefor and no adverse interest having been 


represented, it is 


° ¥ 


ORDERED, that those on the annexed list show cause 
before the undersigned, in Room 236 of the United States 
Courthouse, Foley Square, New York, New York on the /7 th 
day of May, 1976, at 7 ° iM., or aS soon thereafter as 
counsel can be heard, why the within application should not 


be granted, and it is further 


ORDERED, that service of a notice in the form annexed 
hereto as Exhibit "B" upon those set forth on the list annexed 
hereto as Exhibit "C" by mail or by personal service on or 

_ 


before May 7 , 1976 shall be deemed good and sufficient 


service. 


Tie a eg on 


——WBankruptey Judge 
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Notice of Hearirg on Application Dated 5/3/76 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


Reorganization 
Nos. 74 B 614-802 
INTERSTATE STORES, INC., formerly Inclusive 
known as INTERSTATE DEPARTMENT 
STORES, I6C.,. €t ‘al., 


NOTICE OF HEARING 
Debtors. ON APPLICATION 


o. is hereby given that the 17th day of May 
‘eo 
1976, at 2-5 A.M. in the afternoon of that day, in Room 236, 


United States Courthouse, Foley Square, New York, New York, 


has been fixed as the time and place for a hearing for the con~ 
sideration of an application for an order (i) approving an 


agreement between John E. Hancock ("Hancock") and the Trustees 


as Trustees of Illinois Topps Realty Corp. ( "Realty") to sell 
to Hancock the property and improvements at 160 West Joe Orr 
Road, Chicago Heights, Illinois for the price of $650,000 (ii) 
transferring all liens and security interests against any of 


the property (except permitted encumbrances) to the proceeds 


2 ae ae a SO Se a Te 


of the sale and (iii) authorizing the rejection of the store 


: 
| 
| 


lease dated May 1, 1961, as amended, by the Trustees as Trustees 


of Realty. 


The application is on file in the office of the 
Honorable Edward J. Ryan, Bankruptcy Judge, and may be examined 


by interested parties in Room 230, United States Courthouse, 


~_— 


Foley Square, New York, New York, during regular business 


hours. 


ee 


J3a 


NOTICE IS FURTHER GIVEN that the said hearing may be 
adjourned from time to time without notice other than the 


announcement of the adjourned date or dates at the hearing. 


BY ORDER OF THE COURT 


Dated: New York, New York 
Thay oo 4 3376 


Joseph R. Crowley and Herbert 
B. Siegel, Trustees 

c/o Interstate Stores, Inc. 

111 Eighth Avenue 

New York, WN. Y. 

(212) 741 — 6200 


SHEA GOULD CLINENKO KRAMER & CASEY 
Attorneys for the Trustees 

330 Madison Avenue 

New York, N. Y. 10017 

(212) 661-3200 


a Sa ose see nae meee eaememmet or nee mame ae a ammeme = 


SS EY SL SNCS SE NNN oe 


| 
| 
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Levin & Weintraub, Esq. 
225 Broadway 
New York, New York 10007 


Securities and Exchange Commission 
26 Federal Plaza 
New York, New York 10007 


White & Case, Esq. 
14 Wall Street 
New York, New York 10005 


Zalkin, Rodin & Goodman, Esqs. 
750 Third Avenue 
New York, New York 10017 
~~ 
Popper & Popper, Esqs. 
200 Fifth Avenue 
New York, New York 10010 


Leinwand, Maron, Hendler & Krause, Esqs. 
10 East 40th Street 
New York, New York 10016 


Milbank, Tweed, Hadley & McCloy, Esqs. 
One Chase Manhattan Plaza 
New York, New York 10005 


Wachtell, Lipton, Rosen & Katz, Esqs. 
299 Park Avenue 
New York, New York 10017 


Robert Schwartz, Esq. 

Manufacturers Hanover Trust Company 
350 Park Avenue 

New York, New York 10022 


Debevoise, Plimpton, Lyons & Gates, Esqs. 
299 Park Avenue 
New York, New York 10017 


Emmet, Marvin & Martin, Esqs. 
48 Wall Street 
New York, New York 10005 


Sa SL NS Se ES 


Cadwalader, Wickersham & Taft, Esqs. 
One Wall Street. 
New York, New York 10005 


tad 


Phillip B. Johnson, Esq. 
205 Seventh Street 
Rockford, Illinois 61104 


Matsen, Cory, Matsen & Sprague 
1117 Washington Building 
Seattle, Washington 98101 


—————— 


ed 
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Vladeck, Elias, Vladeck & Lewis, Esqs. 
1501 Broadway 
New York, New York 10036 


Henderson, Daily & Foxworthy, Esqs. 
2450 One Indiana Square 
Indianapolis, Indiana 46204 


Bader & Bader, Esqs. 
274 Madison Avenue 
New York, New York 10016 


Zissu Lore Halper & Barron, Esqs.- 
450 Park Avenue 
New York, New York 10022 


Fried, Frank, Harris, Shriver & Jacobson, 
120 Broadway 

New York, New York 

Meyers, Stevens & Walters, Esqs. 
Professional Corporation 

Suite 9100 Zenith Center 

6300 Wilshire Boulevard 

Los Angeles, California 90048 


John M. Kaveny, Esq. 

11 S. LaSalle Street 
Suite 705 

Chicago, Illinois 60603 


Massachusetts Mutual Life Insurance Company 
1295: State Street 

Springfield, Massachusetts 01111 

Att: Warren R. Wise, Esq. 


Seymour Fagan, Esq. 

Fagan, Klugman, Monroe & Edell 
9171 Wilshire Boulevard 

Beverly Hills, California 90210 
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Transcript of Proceedings Dated 5/17/76 
Before the Bankruptcy Court 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
(In Bankruptcy) 


a ieee cea —_—$—————— on eennantnncnntntnteneatne 


In the Matter 


of 


| 
| 
INTERSTATE STORES, INC., et Ya 


74 B 614-802 
Lebtors. 


United States Court House 


Foley Square, New York. N. Y. 


May 17, 1976 
9:30 a.m. 


Before: 


HON. EDWARD J. RYAN 


Bankruptcy Judge 


HEARING TO CONSIDER OFFER 


Appearances: 


MESSRS. SHEA, GOULD, CLINENKO, 
KRAHER & CASEY 
Attorneys for Trustees 
BY: PHILLIP MANN, ESQ., 
and 
LESTER YASSKY, ESQ., 
of Counsel 


APPEARANCES: (Continued) 


MERYL WIENER, 
Attorney for SEC 


MESSRS. GOLENBOCK & BARELL 
Attorneys for Offerer 
BY: SAMUEL GALOWITZ, ESQ., 
and 
ARTHUR SILVERMAN, ESQ., 
of Counsel 


MESSRS. ZALKIN, RODIN & GOODM*A 
Attorneys for Senior Institutional Lenders 
BY: ANDREW GOTTFIED, ESQ., 

of Counsel 


*enenrr kt 


THE COURT: Good morning, gentlemen 


and Ms. Wiener. 

Mr. Yassky, we have several matters 
on this morning. 

MR. YASSKY: Yeas, if I could please 
take them up in a cartain order your Honor, I 
think we can dispose of some of the easier 


ones first. 


One of the natters on is for approval 


| 
f 
: 


{ 


of the execution of the warchouse lease for 


the Toys'R Us Division. This is just a one=- 


TUL COURT: Is that Milwaukee? 


MR. YASSKY: No. This is Houston, 

THE COURT: Does any interested party 
wish to be heard with respect to this applica- 
tion? 

{No response.) 

THE COURT: I will ask you then, 

Mr. Yassky to submit an appropriate order. 
MR. YASSKY: Thank you, your lionor. 
The next matter I would like to address 


myself to is for approval to enter into a 


lease for a new Toys'R Us Store in Milwaukee. 


THE COURT: vces any interested party 
wish to be heard with respect to 
tion? 


(Wo response.) 


THE COURT: Very weil, tie. cppiscacsion 


noe 


is granted. Will you please subs:sit an appropriate 


order. 

MR. YASSKY: The third matter, your 
Hionor is the nunc pro tunc order with respect 
to salaries. 

THE COURT? \All right, does any 
interested party 


to this applicacion co pa 
ag t 


and former employees additicnal saleries? 
(lio response.) 
THE COURT: There being no adverse 
recommendation, on the basis of the facts 
set forth in the papers, the application is 


granted. Would you submit an appropriate 


order. 

MR. YASSKY: The last matter we have 
on this morning, your Honor, is an application 
to approve the sale of certain vacant premises 


owned by one of the debtors in this proceeding 


in Chicago Heights, ITliinois. Again, the 


facts supporting this application are set 
forth therein. We have received an offer. 


The trustees have entered into a written 


contract for the saie of this property at a 
price of $650,000. There is a mortgage on 
the premises that had a balance of approximately 
$200,000 and the property would be sold 
Subject to that mortgage and the balance will 
be paid in cash at the closing. 
THE COURT: And the other pertinent 
data is set forth in the papers? 


NK. YACSKYs Yes, your Honor. As I 


said, your Honor, there isa binding contract 


on this between the Trustees and the buyer, 


subject, of course, to this Court's approval, 
At the end of last week, the Trustees received 
indications of interest from another party 
and they indicated that they intended to come 
here this morning and make an offer to the 
Trustees, and we Certainly believe that the 
Trustees are obligated and this Court is 
obligated to give these parties an Opportunity 
to be heard, 

THE COURT: ‘When did the Trustees 
first hear from this party? 

MR. YASSKY: I believe it wag << 7 TF 
can consult «= 

VHE COURT: Approximately? I could 
be important. 


MR. YASSKY: It was sometime last 


THE COURT: Last week had five business 
days. Can you tell me whether it was early 
or late in the week? 

Was it 4:30 Friday afternoon, or was 


it early Moaday rorning? 
a 


Bia 


MR. YASSKY: I believe we received a 


cell on Monday of last week. 

THE COURT: On Monday and was pertinent 
data requested of the trustees? 

MR. YASSKY: Yes, pertinent data was 
requested on Wednesday and we furnished to 


them the information, I believe on Thursday 


and we have conveyed this information to the 
buyer. 
THE COURT: So far they are fully 


informed of the nature of the outstanding 


offer; is that correct? 
MR. YASSKY: YeS. 
Both parties are, I think, fully in- 


formed. In other words, the contract buyer, 


Mr. Hancock, was also informed that there is 


another party that indicated interest and we 


eat cnn 


advised Mr. Hancock of the facts. 

THE COURT: We know that Mr. Hancock 
was sufficiently informed to make the offer 
that we now have before us. Now, does any 
other person wish to make an offer to purchase 
from the Trustees the property at 


160 West Joeowr Koad? 


MR. SILVERIAN: I am from the firm of 
Golenbock & Barell. We represent Dominick's 
Finer Foods, Inc., which is a subsidiary, 
wholly owned subsidiary of Fisher Foods, Inc., 
a company which has a chain of 205 supermarket 
and grocery type stores throughout the United 
States which in 1975 had sales of $1.5 billion, 
approximately, and net income of $12.5 million. 

We have examined the proposed contract 
between the Trustees and Mr. Hancock. On 
behalf of my client, we are prepared to 
enter into the identical contract. We have 
resolutions here in court. We have duly 
authorized officers of the corporation, vice- 
pregident and an attorney from the corporation. 
On the same terns with two differences. First, 
our client would offer $675,000 instead of 
$650,000. Secondly, in response to a recuest 


from the Trustees, our client would be willing 


to forego the escrow type closing provisions 


which are in this contract and would proceed 
in the normal type of New York type closing, 
with a title policy and title comnitn at to 


be delivered at closing showing clean title; 


that is, a substitute to the escrow type 
closing, though we are prepared to do the 
escrow type closing. 

THE COURT: Well, the second feature, 
of course, is merely form, It doesn't go to 
substance, would you not agree? 

MR. SILVERMAN: That is correct. The 
only other aspect which goes to form is that 
the closing date set forth in the contract is 
June lst. We have spoken to the Attorneys for 
the Trustees and there apparently is no 
difficuity in having the closing date to be 
not less than ten days nor more than 30 days 
after final order, as final order is defined 
in the contract of sale. So that it's ona 
certain number of days after final order. 


THE COURT: Mr. Yassky, is it a fair 


statement then insofar as the Trustees cre 


concerned it's simply a question of how much? 
MR. YASSKY¥Y: I think that's a fair 
statement. 
THE COURT: I assume from the presenta~ 
tion of counsel that the Trustees have looked 


inte the question and nave no doubt of tis 


9 


financial responsibility of our second offerer? 


MR, SILVERMAN: Your Honcer, I have in 
the courtcoom ~=- 

THE COURT: It isn't necessary. I 
would rather hear from Mr. Yassky. 

MR. YASSKY: Based on the limited 
information we have, your Honor, it seems 
there isn't enough to distinguish between 
the parties on their financial worth. However -- | 

THE COURT: Does the representative 
of Hancock wish to he heard? 

MR. KAVENY:. My name is John Kaveny, 

ll South LaSalle Street, Chicago, Illinois. 
I am the attorney for Mr. Hancock, who is here 
with me this morning. 

We have no further comment except 
that we have our offer. The Trustee has it 
signed. We don't wish to raise our offer at 
this time, yous Honor. We are prepared to 
proceed as of June ist closina. 

MR. SILVERMAN: I failed to state <-- 

THE COURT: I chink I take judicial 
notice of the fact that $675,000 is $25,000 


more than $650,000. 
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Now, Mr. Yassky, do you know of any 


reason why the Trustees should not be 
authorized to accept the higher offer? 

MR. YASSKY: No, your Honor. We think 
the Truztees are duty bound to get the best 
price for the property and you also could 
take judicial notice of the difference. We 
think that Mr. Hancock, being the first party, 
certainly should have the opportunity to ; 
meet that offer. 

THE COURT: He certainly has, and if 
you wish 15 minutes or a half an hour to 
give it full consideration gentlemen, I will 
certainly afford you that opportunity. 

MR. KAVENY: No, your Honor. We made 
what we considered to be a good-faith offer. 
If Mr. Yassky feels it's the same good faith 
offer, the Dominick People provide the title 
coverage and no brokerage involved and what 
have you, then it simply is $25,000 more than 
what we offered. 

THR COURT: You are not prepared to 
undertake to top the $25,000 offer, sir? 


> . gary , * 4 “44° 
ER. AnVENY: Hot at-tAis ang. 


a2 
IR. YASSKY: I would like a representa- 
tion if court, your’ Honor, by the Dominick 


People that there is no broker representing 


their parties which the Trustees will be 


TUL COURT: Lf you want Mr, Yassky, 
five or ten minutes for the dust to settle 
here, not that there i3 too much dust. raised, 
is there any obligation of a deposit at the 
present time? 


HR. YASSRY: ‘hey have so advised the 


Court that they have a vheck available and 
intend to sigh this contract today, and 1 
would like << if that's the case, I would 
Jike t6 in effect convert this avolicatian 


for aubiority to enter into this contrace. 


they say it's identical to the contract that's 
before the Court and substitute the partics. 

I don't think it would be necessary to go 
before this Court ayain. 


SHE COURT: Now, before we proceed 


any further, does any other interested party 


wish to be heard? 


‘BEST GOPY AVAILABLE 


(LO Yesponse.) 


THE COURT: All xcicht. 

MR. YASSKY: I would also like to make 
clear for the record that the Trustee has 
entered into this arrangement in good faith 
with Mr. Hancock and certairly would abide by 


the terms of the contract. However, it 


certainly is subject to this Court's approval, 


and with the higher offer presented to this 
Court today, I believe that the Trustees 
have no choice but to accept the higher price 
on it. 

THE COURT: “I have absolutely no 
dovkbt that the Trustees and Mr. Hancock have 
acted in ene best of faith and there is no 
need for us te review the kody of law that 
points out that a Trustee’ sale is actuaily 
a sale by the Court rather than by the Court@ 
appointed fiduciaries, and the Court is uncer 
an obligation to accept the highest price eat 
least before the sale is confirmed. After 
the sale is confirmed, tncre is a much heavier 
standard required in order to vacate the 
sale. But in the present posture of the case, 


2 Ginny C.te ~fUustec: tVE of Ofblagatcon 10 


accept the higher figure. 

Now, unless you feel anything else 
needs to be added to the record at this time 
Mr. Yassky, I am prepared to approve your 
application and to amend this hearing to one, 
to accept the offer made by the principals 
who are represented by Golenbock & Barell. 

Yes sir, did you wish to be heard? 

MR. KAVENY: If I may, I spoke with 


Mr. Hancock for a noiment more and tir. Hancock 


indicates that he is willing to go the price 
at $675,000. 


MR. SILVERMAN: Your Honor, 


HANCCCK 


KAVENY: We withdraw it. 


COURT: No comuent need be made on 


Mr. Hancock's charecter’ zation of “fun and 


games." So this hearing is concluded, I 

will ask you Mr. Yassky to see that the 
appropriate papers are prepared which will 
approve the offer of the principals represented 
by Colonbock & Pareil to pry tha sum of 


$654,040 Tor this property. 


. 
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thank you very 


All right, gentlemen, 


much. 


oD 


(The matter was closed.) 


afd 
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Telegram Dated 5/17/76 from John E. Hancock 
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Order of Judge Ryan Dated 5 ‘24/76 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


in re : Reorganization 
Nos. 74 B 614-802 

INTERSTATE STORES, INC., formerly Inclusive 

krown as INTERSTATE DEPARTMENT 

STORES, INC., et al., 


Debtors. OPDER 


York, New York, in said District 
Pon 
4 te 

on the 44 day of May, 1976 


This cause having come on to he heard on Mav 17, 1976, 
upon the application of JOSEPH R. CROWLEY and HERBERT B. SIEGEL, 
Trustees of the debtors herein (the "Trustees"), for an order 
approving the sale of certain property located at 160 West Joe 
Orr Road, Chicago Heights, Illinois (the “Property") owned by 
the debtor Illinois Topps Pealty Corp. ("Fealty") to John FE 
Hancock ("Hancock") for a purchase price of $650,000, 

NOW, upon the order to show cause dated April 30, 1976 
and the application in support thereof, and the hearing held 
before the undersigned, at which hearing Dominick's Finer Foods, 


Inc. ("Dominick's") appeared and first offered to purchase the 


Property for the amount of $675,000, and Hancock appeared and met 


offer, and thereafter Dominick's increased its offer to 
$685,000, and Hancock having submitted no further offer, the 
Court accepted Dominick's offer, and no other adverse interest 


having been represented, and after said hearing was concluded , 


mE 


be fem Cui ud Jie pre’ 
his Court having declined to reopen the ae sufficient 


cause appearing therefor, it is 

NOW, on motion of Shea G« uld Clime 
attorneys for the Trustees, 

ORDE REI 4 the Trustees, 


hereby authorizes -onsumnate the : 


(rea 
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Dominick's for a price of $685,000, substantially on the terms 
and conditions of the agreement dated May 17, 1976 between 
Dominick's and the Trustees, as Trustees of Pea a copy 
which is annexed hereto as Exhibit "A", with such changes 
except for any decrease in the price) as said Trustees 
it) is) Further 
ORDERED, that all liens and security interests against 
any of the Property (except permitted encumbrances), be and 
the same hereby are transferred to the proceeds of the sale 
with the same force and effect as t .ey had when attached to 


the Property; and it is further 


ORDERED, that, the Trustees, as Trustees of Realty, 


be and they hereby are authorized to reject the lease dated 
May 21, 1961 between the predecessor in interest of Realty and 
the predecessor of the debtor Topps of Chicago Heights, Inc.; 
and it is further 

ORDERED, that the Trustees be and they hereby are 
authorized to take all action and execute all documents necessary 
to effectuate the terms of the aforementioned agreement and of 


the within order. 


4 
>» 


en Oe. ged 4 fs Ar-~ 


Bankruptcy Judge 
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EXHIBIT A 


> 
AGREEMENT made this }7 day of ™ Ow: 1976 by and 


between JOSEPH R. CROWLEY and HERBERT B, SIEGEL, as Trustees 
of Illinois Topps Realty Corp, 4 corporation in proceedings 
for reorgenization under Chapter X of the Bankruptcy Act in 
the United States District Court e657 the Couthern District of 


New York under File Nos. 74B614-802, inclusive, and not indi- 


vidually ("Seller") and Dominick's Finer Foods, Inc., an 


Illinois ‘corporation ("Buyer"). 


MW TP@UES SE 
1. Bale, Definit fons 
1.1 Seller agrees to sell, assign, convey and 
transfer to Buyer and Buyer agrees to purchase fron Sellerc 
the real property described in Schedule 1,.2(b) for the 


price and on the terms hereafter stated. 


ae 


1.2 For purposes of this contract, unless the con- 
text shall otherwise indicate, the. terms set forth below shall 


be defined as follows: 


(a) The words “BKistrict Court" shall mean the 
United States District Court of the Southern District of Kew 
York. 

(b) ‘The words "premises" shall mean the land 


described in Schedule 1.2b attached hereto, and the Improve- 


ments located thereon. 


94a 
(c) The word "Closing" shall mean the consum- 

mation of the transactions referred to in this contract which 
shall occur on a day designated by Seller or its counsel, 
Shea Gould Climenko Kramer & Casey, in a.notice to Buyer given 
concurrently with delivery of a copy of the Final Order which 
date shall not be earlier than the 10th day (unless an earlier 
date shall be agreed to in writing by the parties) nor later 
than the 30th day (unless a later date shall be agreed to in 

st Selves te Baice, (FF ] 
writing by the parties) following the date’of enicy of such 


order (or if such 20th day is a Saturday, Sunday or holiday, 


‘the following business day) at 10:00 A.M. at the office of 
Chicago Title and Trust Company, 111 West Washington Street, 
Chicago, Illinois, but unless extendcd by the parties, in no 


event shall the cangimeli occur after August 1, 1976. 


4 


a ee (4), "The word “Buy er" shall include an 


gnee. as provided in 13, 


o 


ass 


«pi ! i? A ue t 
. '. ° 
ts LA 


« 


ay aks weds “Pinal Order" shall mean 
‘an Order ‘issued by the District Court having jurisdiction 
‘woes the proceedings for the reorganization of the Seller 
(nos. 74B614-802, inclusive) after notice by tne means 
and to the parties Sabionuted by the District Court anda 
public hearing before the District Court and with respect 
to which the time to appe eal or further to appeal has 


exiived “and which ‘grants to Seller the 
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legal authority to enter into and to observe, fulfill and 
perform all of the terms and conditions of this contract 
and the Option Agreement. 
(£) The word "Improvements" shall mean the 
buildings, structures and other facilities on the Premises, 


together with all right, title and interest of the Seller 


in the fixtures installed and used in connection with the 


operation of the building and structures on the Premises 


and the personal property described in Schedule 1.2f. 

(g). The word "Seller" shall include Messrs. 
Crowley and Siegel as Trustees of the corporations in pro- 
ceedings for reorganization of Corporations bearing File 
Numbers 74B614-802 in the District Court, as well as where 
the context so requires, those corporations. 

(h) The words "Marketable Title" shall mean 
good and marketable title to the Premises free and clear of 
all liens, encumbrances, agreements, restructions and 
burdens, except for Permitted Encumbrances. 

(i) The words "Digas License Agreement" 
shall mean the license agreement dated July 17, 1973 
between Topps of Chicago Heights, Inc., as Licensor and 


Digas Company of Delaware, as Licensee. 


K 
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~(j)- The words” "Fscrow Agreement” shali-meen 


the Escrow Agreement dated Pa Ss ainong Seller, 


— 
— 


Buyer and Chicago Title and Trust Company as Escrow Agent 
il Ms :! 


eee + sili . * . 
atcteched-hereto-and- marked -Exhibtt-l2j. aeons: areas 


(k) The word "Mortgage“ shall mean the mortgage 
dated November 1, 1961 from Bonobest DeveJopment Ccrporation to 


the Massachusetts Mutual Life Insurance Company and recorded as 


document 18363477 in the Office of the Recorder, Cook County,: 


Illinois and on which there is $192,695.05 outstanding on 
MAY 


ake fly 1, 1976, together with accrued interest. 

(1) The term “Collateral Security Documents” 
shall mean assignments of rent, security agreements, financing 
statements or other documents granting additional security or 
powers to the holder of the Mortgage. 

- 

(m) The term "Permitted Encumbrances" shall 
mean the matters, exceptions and state of facts affecting title 
to the Premises, as listed below: 

(1) All Liens for fiscal 1975 or. the corrent 
or future fiscal periods for unpaid real estate and personal 
property taxes, vault charges, assessments, water and sewer 
charges and rents, subject to adjustment under 8.4 and 8.5. 


(2) All violations of law or governmental or- 


dinances, orders or requirer-nts, noted or issued by any govern- 
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mental office, department or authority having jurisdiction 
("governmental authorities"), but which as of the date 


hereof were not noted or issued by any governmental authority. 


(3) All present and future zoning and building 
laws, ordinances, codes, restrictions and regulations of all 
governmental authorities and zoning variances and special ex- 
ceptions, if any, and all present or future violations thereof. 


(4) Any state of facts (including but not 


limited to changes in the line or the alignment of any st.cet) 


a current survey of the Premises, or a physical inspection 
thereof, would disclose, including, without limitation, all 
encroachments and projections of the Improvements upon or over 
streets or adjacent premises and all encroachments and projec- 
Shave on or over the Premises. 

(5) Consents by any present or former owner of 
any of the Assets or any part theréof for the erection or main- 
tenance of any structure or structures on, under or over any 
abutting street or streets. 

(6) All rights, easements and agreements, 
whether or not of record, for the erection and/or maintenance 
of water, gas, electric, telephone, sewer or other utility pipe 
lines, poles, wires, conduits or other like facilities, and ap- 


purtenances thereto, over, across and under the Premises. 
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(7) Possible lack of or revocatis nature of 
the right, if any, to maintain or use any Space, facilities 
Or appurtenances outside the boundaries of a property or the 
building lines, whether on, over or under the ground, includ- 
ing, without limitation, all vaults, marquees, signs and side- 
walk openings. 

(8) Possible easements over or failure of 
title to that part, if any, of any property lying in or under 


the bed of any street, road or highway, open or proposed, on, 


“in from of or adjoining the premises as such street, road or 


highway is presently or was formerly laid out, or is shown on 
any filed map. 

(9) The Mortgage. 

(10) The Digas License Agreement. 

(11) Covenants and restrictions in deed dated 
April 26, 1961 and recorded May 3, 1961 as document 18152214 
that premises in question should not es used for a retail 
Super market grocery business provided this prohibition shall 
not apply to a department store with food department nor a 
delicatessen not excess of 10,000 square feet. 


(12) Easement for telephone and electric ser- 


vice, together with right of access to the Premises as created 
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by Grant to Commonwealth Edison Company and the Illinois Bell 
Telephone Company recorded August 17, 1961 as document 18250078. 
(13) Easement for a ean tiaed sewer over the North 
15 feet of the South 60 feet as shown on the plat dated April 1, 
1960 known as C 1337 and plat dated May 11, 1961 known as D 852 


of the Mulford Engineering Service of Chicago Heights, and refer- 


red to in agreement between Chicago Title and Trust Company as 


trust No. 35881 to Bonobest Development Corporation dated August 


10, 1961 and recorded August 22, 1961 as document 18254389. 
(14) Easement for an 8 inch sanitary sewer line 
dated December 1, 1961 and recorded February 23, 1962 as docu- 
ment 18408598 made by Bonobest Development Corporation to the 
Kroger Company. 
: (15) Easement for telephone and electric service, 
together with right of access to the Premises as created by 
Grant to Commonwealth Edison Company and Illinois Bell Tele- 
phone Company recorded September 13, 1962 as document 18589611. 
(16) Party walls on East and West lines of the 
Premises. 
(17) Agreement dated April 15, 1971 between Seller 


and The Kroger Co, as amended by letter dated May 20, 1971. 
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2. 


Purchase Price 


Pet 2.1 The purchase price for the Premises is 
$685,000.00 to be paid as follows: . i 

(a) £49 ,230.00 by check, subject to 
coljJection, on the signing of this contract. 

(b) $443,074.95 at Closing in cash; 

(c) $192,695.05 by taking subject to but 
in no way assuming the Mortgage provided, however, that if any 
principal payments, including a prepayment in whole or in part 
of the Mortgage, be made by the Seller,those principal payments, 
together with all costs incurred in making those payments, 
including but not limited to all prepayment penalties, shall 


he added to the amount in (b) to be paid in cash. 


2.2 All closing cash payments shall be made 
by certified or official bank check’ drawn on or by a New York 


, Clearinghouse member bank and payable to Seller. 


2.3 The closing cash payments (the "Escrow Fund") 
shall be paid to Shea Gould Climenko Kramer & Casey, Esqs. 
("Escrow Agent") to be held in escrow for a period of seven (7) 
days following the date of Closing (the "Escrow Period"). At 
the end of the Escrow Pericd the Escrow Agent shall pay the 
Escrow Fund to Seller. If, however, Buyer shall notify Seller 


and the Escrow Agent by notice delivered before the end of the 
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Fscrow Period that Buyer's title insurance company is not 
prepared to ne its insurance policy pursuant to 5.1 here- 
of because Seller is unable to convey to Buyer title to the 
Premises in accordance with and subject to this Agreement, 
the Escrow Agent shall pay the Escrow Fund to Buyer, subject 
to 5.2 of this Agreement. 

The parties authorize the Escrow Agent, without 
creating | ee on the part of the Escrow Agent, in 
the event sea Ascebmeat or the Escrow’ Funds become involved 
ia litigation, to deposit with the Clerk of the Court in which 
such litigation is pending the Escrow Funds and, thereupon, 
‘the poceas Agent shall be fully relieved and discharged of any 
far \er responsibility hereunder. In addition, the Escrow 
“Agent is hereby authorized, in the event it is threatened with 


litigation, to interplead all interested parties in any court 


of competent jurisdiction and to deposit with the Clerk of such 


cf 


Court the Escrow Funds and, thereupon, the Escrow Agent shall 


be fully relieved and discharged of any further responsibility 

hereunder. 
The Escrow Agent shall not be liable for any 

mistake of fact or error of judgment or any acts or omissions 


of any kind unless caused by its wilfull misconduct or gross 


The Escrow Agunt shall be entitled to rely on any 


negligence. 
instrument or signature believed by it to be genuine and may 


assume that any person purporting to give’ any writing, notice 
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or instruction in connection with this letter is duly author- 


ized to do so by the party on whose behalf such writing, 


notice or instruction is given. 
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3. Covenants 
3.1 Buyer agrees, as follows: 
(a) To pay all taxes, and charges in 
‘the nature of or in lieu of taxes, and filing and record- 
ing fees arising out of this contract or the Escrow Agree- 
ment, or the sale, assignment or transfer of the Premises, 
or the delivery, filing or recording of the deed, assign- 
ments of lease or other instruments of conveyance or trans- 
fer and to indemnify and hold the Seller harmless there- 
from. | 
(b) Buyer agrees ae period of three 
years following the Closing to make availabte to the 
Seller for inspection and copying at reasonable times upon 


reasonable advance request all records of the Seller deliv- 


ered to Buyer in connection with the Closing. 


3.2 The parties agree, as follows: 
(a) All certiorari proceedings pending on 
the Closing with respect to the Premises for the reduction of 
the tax assessment for years prior to the current fiscal tax 
year may, at the Seller's election, be continued by che 
Seller and the Seller shall have the right to make any settlement 


thereof without Buyer's approval and shall be entitled to retain al. 
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savings and refunds obtained therefrom. Buyer acknowledges 
that proceedings before the Board of Apprals of Cook County 
have resulted in a reduction in the assessed valuation of the 
Property in’ accordance with the letter dated March 9, 1976 
from Max Earl Sherman, Esq., 100 N. LaSalle Street, Chicago, 
Illinois ("Sherman"), a copy of which is attached hereto and 
marked Exhibit 3.2. The net amount of any reduction in the 
real estate taxes for the current fiscal tax year (and any 
prior tax year on account of which payments are made in the 
current year) ;: whether by way of refund, credit or other sav- 
ings, shall be apportioned between the Seller and Buyer, after 
the payment of attorneys' fees, experts' fees ether dis- 
bursements, in the same manner as provided in 8.4; provided 
“however that Seller's liability for the legal fees and disburse- 
ments of Sherman shall not exceed, and Seller agrees to pay to 
Sherman, 25% of the tax savings received by Seller on account 
of the proceedings concluded by Sherman and Buyer agrees to pay 
and hereby indemnifies and holds Seller harmless against the 
balance of legal fees and disbursements payable to Sherman pur- 
Stiant to Exhibit 3.¢. 

(b) Any dispute arising out of or in connection 
with this contract or the making hereof shall be submitted by 
the parties for resolution to the District Court. Buyer agrees 


he will not, and waives all right to, file a lis pendens in 


connection with any dispute hereunder. Following the Closing, 
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Buyer shall have no right of rescission for any representation, 


agreement or promise of the Seller surviving the Closing. 


(c) Seller and Buyer shall use their best ef- 
forts to perform with reasonable dispatch the acts to be done 


by each of them to satisfy the conditions precedent to the 


a ats 


Closing... 
(d) At any time and from time to time after 
the Closing, each party hereto shall execute, acknowledge and 
“Bellver, Or cause to be executed, acknowiedged and delivered, 
such additional instruments or documents and shall take or 
cause to be taken such further action as the party may rea- 
sonably request to evidence and effectuate the transactions 


contemplated under this contract. 


4. Conditions Precedent 
4.1 As conditions precedent to Buyer's obligation to 
purchase the Premises, and to perform its other obligations 


under this contract: 


(a) The Final Order shali have been obtained. . 
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(b) No event described in 5 or 6 which 
would permit Buyer to elect to terminate this contract 
shall have occurred. 
(c) All of the documents to be delivered by 
the Seller pursuant to 7 shall be delivered. 
(d) The licensee under the Digas License 
Agrecment shall have waived its right, if any, to termi- 
nate the Digas License Agreement or require the licensor 
under’ that agreement to purchase any of the licensee's 
property by reason of the closing of the store operated by 
Topps of Chicago Heights, Inc. on the Premises or the ter- 
mination of the lease between Illinois Topps Realty Corp., 
lessor, and Topps of Chicago Heights, Inc., lessee, provi- 
ded that Buyer shall have agreed to the reasonable satis- 
faction of such licenseeto recognize such licensee as his 
tenant. 
4.2 As conditions precedent to Seller's obliga- 
tion to transfer the Premises: 7 
(a) The Final Order shall have been ob- 
tained. 
(b) Buyer shall have duly tendered the pay- 
ments and the instruments described in 2, 3 and 7. 
(c) The licensee under the Digas License 
Agreement shall have waived its right, if any, to 
terminate the Digas License Agreement or require 
the licensor under that agreement to purchase any 


of the licensee's property by reason of the 


closing of the store operated by Topps of Chicago 
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Heights, Inc. on the Premises or the termination 
of the lease between Illinois Topps Realty Corp., 
lessor, and Topps of Chicago Heights, Inc., les- 
see, provided that Buyer shall have agreed to the 
reasonable satisfaction of such licensee to 
recognize such licensee as his tenant. 
S$. Title end Title insurance 
5.1 Buyer, at its sole cost, shall make application 
promptly after the date hereof to a title insurance company 
for its commitment to Buyer to issue upon the payment of its 
regular premium an ALTA Standard Form B, 1970 revision, title 
insurance policy insuring the Buyer's Marketable Title to 
Premises in the amount being paid therefor as specified in 2 


of this contract, subject only to Permitted Encumbrances. 


Buyer shall notify the Seller as promptly as possible and in 


any event not later than five (5) days following the date 


of delivery to Buyer of the preliminary title report and 
prior to Closing of any exceptions, defects or objections 
which Buyer claims are not Permitted Encumbrances. Failure 


to give such notice shall not, however, constitute a waiver 


of any such exception, defect or objection. 


5.2 If at Closing the Seller is unable to convey to 
Buyer title to the Premises subject to and in accordance with 
the provisions of this contract or is unable to fulfill any 
condition to Buyer's obligations under this contract, the Sel- 
ler shall be entitled, upon written notice delivered to Buyer 
at or prior to the Closing, to reasonable adjournments of the 


Closing date one or more times, for not exceeding 60 days in 
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the aggregate, to enable the Seller to convey such title or 
fulfill any such condition under this contract. If the Seller 
does not so elect to adjourn the Closing, or if at the ad- 
journed date the Seller is unable to convey title subject to 
and in accordance with the provisions of this contrect, then 
either (i) Buyer may terminate this contract by written notice 
delivered, at or prior to the date fixed for Closing: as provided 
in 1.2(c) hereof, or the adjourned date, as the case may be, 
whereupon this contract shall terminate and neither party shall 
have any obligations of any nature to the other hereunder or by 
reason hereof, except that the provisions of 3.2¢b)> 20, 145 


18 and 22 hereof shall survive such termination and the Seller 


shall pay the amount paid under 2.1(a) to Buyer, or (ii) Buyer 


may elect, as permitted by 5.3 hereof, to take such title as 

the Seller is able to convey. The failure of Buyer to give 

the Seller notice of termination as provided in subdivision (i) 
above shall be deemed an electrion by Buyer to take such title 

as the Seller is able to convey, oe. oe such event, the Closing 
date shall be automatically adjourned for a period (or additional 


period, as the case may be) of titeen (15) days. If the Seller elect 


to adjourn the Closing as provided ahove, this contract shall not 
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be deemed to require Seller to take or bring any action or 
proceeding or any other steps to remove any defects in or 
objection to title or to fulfill any such condition of the 
performance of this contract or to’ expend any moneys therefor, 
and, in the event Seller elects not to take any such steps, 


Buyer shall not have any right of action against Seller in law 


or in equity, for damages or specific performance. | 


5.3 Buyer at any time may accept such title as Sel- 
ler can convey, without reduction of the purchase price or any 
@reait or allowance on account thereof or any claim against Seller. 
The acceptance of the closing documents by Buyer snall be deemed 
to be full performance of, and discharge of, every agreement 
and obligation on the part of Seller to be performed hereunder 


as a condition precedent to Buyer's obligations. 


§.4 Each party shall deliver to the other party 
or to Buyer's title insurance company such duly executed and 


acknowledged or verified certificates, affidavits and other 


documents respecting the power and authority to perform the 


obligations hereunder and as to the due authorization thereof 
by appropriate corporate, partnership or other proceeding and 


as to the authority of the officer, partner or other represen- 
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tatives acting for it at the Closing, as counsel for the other 


party or Buyer's title insurance company may reasonably request. 


5.5 If the Premises shall, at the time of Clos- 
ing be subject to any liens such as for judgments or transfer, 
inheritance, estate, franchise, license or other similar taxes 


or any encumbrances or other title exceptions which would be 


_— 


grounds for Buyer to reject title hereunder, the same shall not 
be devied xn objection to title provided that, at the time of 
Closing, Buyer's title insurer will issue or bind itself to is~- 
“sue a policy which will insure Buyer against collection there- 
of from or enforcement thereof against the Premises, (i) for a 
premium computed at Veurtas rates, or (ii) for a premium in excess 
of the premium computed at regular rates, : %vided Seller shall 
pay the amount of such excess attributable to such insurance 
against collection from or enforcement against the Premises. If 
request is made within a reasonable time prior to the date of 
Closing, Buyer agrees to provide at the Closing separate certified 
or official bank checks, as requested, aggregating the amount of 
the cash to be paid to the Seller at the date, to facilitate the 
satisfaction of any of such liens or other defects, and the 
existence of any thereof shall not be deemed defects in or objec- 
tions to title if Seller shall deliver at the Closing instruments, 
in recordable form, sufficient to satisfy the same, together 


with the cost of recording or filing thercof. 
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5.6 The expenses of the examinaticn of title and 


a survey of the Premises shall not be liens on the Premises. 


6. Casualty and Condemnation 

6.1 The risk of any loss by fire or other casualty 
or by the taking of the Premises or any part thereof by emi- 
nent domain shall be assumed solely by Seller until Closing, 
provided, however, that in the event of damage to or destiuc- 
tion at ust more than 5% %f the Improvements or the taking of 
not more than. 5% of the Premises, this contract shall remain 
in force, and, subject to the rights of the holder of the 
Mortgage, the Seller shall pay over to Buyer the amount of 
the insurance proceeds collected or condemnation award allowed 
to the extent not applied to the restoration or repair of the 
Premises or, if any proceeds or award has not been collected, 
Seiler shall assign to Buyer all its right, title and interest 


in and to the same. 


6.2 If more than 5% of the Improvements on the Pre- 


mises shall be damaged by fire or other casualty and shall not 


be subsiantially restored or repaired by Closing, or if more 
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than 5% of the Premises shall be taken by eminent domain, then 
Buyer may, at its option, (i) terminate this contract with 
respect to the Premises so damaged or taken or (ii) elect to 
proceed as provided in 6.1 with respect to damage to not more 
than 5% of the Improvements or a taking of not more than 5% of 
those Premises. Upon termination pursuant to the preceding 
sentence, the obligations of each party to the other shall 
terminate except that the* provisions of 3.2(b), 10, 14, 18 


‘ 
and 22 shall survive and Seller shall pay the amount paid 


under 2.1(a) to Buyer. 


6.3 Jf any event deseribed in 6 shall occur, the pro- 
visions of 6 shall control, and the Uniform Vencor and Purchaser 


Act or similar laws shall not be applicable. 


7. Closing Documents 
7.1 Seller shall deliver the following at Closing 
subject to and in accordance with this contract: 
(a) A deed to the Premises, conveying Market- 
able Title tc Buyer. The deed shall be a bargain and sale 


deed without c.venant against grantors acts, or similar form, 


executed in form for recording and shall recite the full pur- 


te ate te mane + 


ee ee 
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oe tae Seller, at its option, may omit from the deed 
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“the regital of any or all of tne Permitted Encumbrances, but 


the Premises shall nevertheless be deemed to have been trans- 


( 
1 ¥ i 
ferred supject to the same and the provisions of this sentence 


“shall survive mani! of es deed. 
oe (b) “The Real Estate lide nsfer Declar ation as 


‘ ce 
‘ 


equire ed by the Illinois Department of Revenue. 
( ae 
4 (ec) An assignment, without pepreer eee ware : 


AaNeT or recourse of all ‘yight, .title and interest of the 


a 


* Seller as licen sor under ‘the Digas License Agre eement, together 


with such goeesppondence ae ether records, 4f any, per rtaining 


‘to shat agreement which Seller has available. 
(d) A currently dated letter or certificate 
from the holder of the Mortgage witn respect thereto, ex- 
ecuted by a duly authorized otticer. thereof, stating that there 
have. been no amendments or modifications thereof, the amount 
of the unpaid principes balance secured thereunder which shatl not 
excced the sum of $192,695.05 the date of maturity thereor, 
the last date to which interest thereunder shll have been 


paid, the amount of any deposits being held by such holder 


‘thereunder, ‘and the items comprising such deposits 
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and to the best knowledge of such holder, such mortgage is not 


in default and no event or condition has occurred which with 
notice or lapse of time or both would constitute such a de- 
Fault. 

The letter or certificate of the holder of the 
mortgage shall consent to the termination of the lease between 
Illinois’ Topps Realty Corp., Lessor and Topps of Chicago 
Heights, Inc., lessee and to the release of the guarantor of 
- that lease and shall release the lessee and guarantor from all 
liabilities and claims arising out of the lease and guaranty 


thereof. 


(f) All original documents and writings re- 
lating to the continuing ownership and operation of the Pre- 


mises including certificates of occupancy. 


7.2 Buyer shall deliver the following at Closing 
subject to and in accordance with this contract: 
(a) The payments described in 2 and 3 of this 
contract. 
(b) Assumptions of all of the licensor's 
obligztions under the Digas License Agreement from and 


after the date of Closing, and agreements to indemnify and 
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hold harmless the Seller from all claims, losses, liabilities 


and expenses, including attorneys' fees, arising out of Buyer's 


failure to perform or comply with any such obligations. 


8. 
At Closing, the following adjustments on the basis of 
a 12-month year - 30 day month shall be made between the par- 


ties. 


$.1 Rents (including tax escalation) under the Digas 

License Agreement when, as and if collected, subject to the 
following: 

| The payments collected on account of the fixed 

rent shall be successively applied to the payment of (1) rents 
due and payable in the month in which the Closing occurs, (2) 
rents due and payable in the months succeeding the month in 
which the Closing occurs, up to and including the month in 
which payment is made, and (3) rents due and payable in the 
month preceding the month in which the Closing occurs, if any. 
Percentage lease rents shall be adjusted as of the Closing on 
the basis of the fiscal period under the percentage rental pro- 
vision in the Digas Licepse Agreement and shall be payable by 


Buyer when finally ascertained and received by Buyer. Rents 
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attributabie to ail tax ana licens? fee payhents shall be a p- 


portioned as of the closing of title, subject to the provisioas 
in 8.4 and 8.5, and’ shall be applied to Satisfy in full the p.ayaent 
obligations of the tenant in dine order in which those obliga- : 

* ‘eons become payable. Buyer shall cause all bills for per- 


" centage rental, tax and license fee payments for the periods 
F 
ji 
prior! ae and including tne Closing to be promptly delivered. 


eles may enforce collection of rents (including percentage 


“rental and tax escalation payments) for periods prior to the 


Ya serahg by appropriate sauna Peoered ines (other than sun- 


mary pioceedings) and Buyer shall eaayerars in such collec- 


' 


ne 20n but without cost to it. ce bs oe Soa! 
if oes ‘ : ; 


as . 
"my 
sf 


: 862 Interest on the Mortgage. 


8.3 Premiums on transferable insurance policies, 


.or renewals, in effect or 4s extended at Closing. 


8.4 Real estate taxes (and any special 
‘water and sewer taxes or other charges-payable in the same 
‘manner aS real estate taxes). If the Closing shall occur be- 
fore the tax rate is fixed, apportionment of real estate taxes 
‘shall be upon the basis of the tax rate for the next preced- 


aie. year applied to the latest assessed valuation. Lf the 


Closing shall occur kn tocs final bills for fiscal 1975 have 


been issued to Seller, apportionment of real estate taxes 


gn ed — 


ae 


shall be upon the basis of the 1975 or latest prior tax rate 


os 


applied to the latest assessed valuation as set forth in fx- 


at 


hibit 3.2. 
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8.5 Personal property taxes. 

Except as herein expressly otherwise provided, the 
“Customs in Respect to Title Closings" adopted by the Real 
Estate Board of New York, Inc., shall apply to the above ap- 


portionments. 


9. resel Condition of Property 
9.1 Buyer acknowledges that: 

(a) He is fully familiar and satisfied with 
the condition and repair of the Premises, the value, income, 
expenses and operation thereof and the uses which may be 
made of the Premises or any other matter with respect there- 
to, including, without limitation, the Digas License Agree- 
ment; 

(b) He has inspected, or caused to be in- 
spected, the Premises and has independently investigated, 
analyzed and appraised the value and the profitability there- 
of: 

: (c) Except as expressly set forth in this 


contract, neither Seller nor any agent or representative of 


Seller has made, and Seller is not liable for or bound in any 


manner by, any express or implied warranties, guarantees, 


promises, statement, inducements, representations or informa~ 


tion pertaining to the Premises, or any part thereof, the 
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physical condition, income, expenses or operation thereof, 
the uses which can be made of the Same or any other matter 
thing with respect thereto, including, eikhout limitation, 
leases, and that without limiting the foregoing, except as 


expressly set forth in this contract, Seller is not liable for 


or bound by (cnd Buyer has net relied upon) any verbal or writ- 


ten statements, representations, real estate brokers’ “set-ups” 


Or any other information respecting the Premises furnished by 
the Seller or any broker, employee, agent, consultant or other 


person representing of purportedly representing the Seller. 


(d) No responsibility has been assumed by 
Seller as to the condition or repair of the Premises or the 
value thereof or as to any other fact or condition which has 
or might affect the Premises or the condition, repair, value, 


expense of operation or income potentials thereof. 


a 


9.2 Buyer, by acceptance of the closing documents, 
shall accept the Premises in the conécition in which they are 
at the time of the execution of this contract, ordinary wear 


and tear excepted. 
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10. Brokerage 


The parties hereto represent that no broker 


has been involved with the negotiations of this contract and 


the purchase of the Premises pursuant hereto and that no broker 


is entitled to a commission in connection with this transaction. 


11. Buyer's Default 
In the event Buyer shall default in the perform- 
ance of Buyer's obligations under this contract, Seller may 
retain all sums paid by Buyer under 2.1 as liquidated damages 
or have recourse to such rights, relief and remedies as may be 


available at law or in equity. 


12, Assignments 

No assignment hereof by Buyer shall be valid 
unless a duplicate original thereof Containing an assumption 
by the assignee or assignees, in form satisfactory to the 
Seller, shall be delivered to the Seller. No assignment shall 
relieve Buyer from performance of the obligations undertaken 


by Buyer under this contract. 


BE 9 Notices 


All notices, requests, consents and other communica- 


tions required or permitted to be delivered hereunder shall be 
in writing and shall be delivered by Registered or Certified 
Mail, postage and registraticn or certification charges prepaid 
as follows: 
To Buyer at: , Dominick's Finer Foods, Inc. 

555 Northwest :.venue 


Northlake, Illinois 60164 
Attn.: E. R. Hers}fey, Esq. 


and, to the Seller c/o Samuel W. Ingra:, Jr., Esq. 
Or any member ther.- Shea Gould Climenko Kramer & Casey 
Of ats 330 Madison Avenue 

New York, New York 10017 


rd 


Any party hereto may, from time *o time, designate any other 
address to which such notice, request, consent or other coa- 
munication addressed to it shall he sent. All such communi- 


cations shall be effective on delivery. 


14. Expenses 

Whether or not the transactions-contemplated under 
this contract are consummated, each party hereto shall pay his 
own expenses incident to the preparation and performance of 


this contract, including, without limitation, attorneys’ fees. 


o 


15. Survival of Agreements 
All covenants, agreements, representations and war-~ 
ranties made herein shall survive the execution and delivery 


of this contract and the consummation of the transactions 


contemplated herein. 


16. Entire Agreenent 


This contract (including all schedules annexed here- 
to) contains the entire agreement between the parties with 
respect to the subject matter hereof and supersedes all prior 


Cd 
understandings, if any, with respect thereto. This contract 


may not be modified, changed, supplemented or terminatedd, 


nor may any obligaticens hereunder be waived, except by writ- 
ten instrument signed by the party to be charged or by his 
agent duly authorized in writing or as otherwise expressly 
permitted herein. The parties do not intend to confer any 
benefit hereunder on any person, firm or corporation other 


than the parties hereto. 


17. Waivers; Extensions 

No waiver of any breach of any agreement or provi- 
sion herein contained shall be deemed a waiver of any preced- 
lug Or succeeding breach thereof or of any other agreement or 
provision herein contained. No extension of time for perfor- 


, 


mance of any obligations or acts shall be deemed an extension 


of the time for performance of any other obligations + acts. 


The parties each agree that neither this contract 


nor any memorandum or notice thereof shall be recorded. 


Counterparts; Captions 
This contract may be executed in counterparts, each 
of which shall be deemed an original. The captions are for 


convenience of reference only and shall not affect the con- 


struction to be given any of the provisions hereof. 


20. Pronouns; Joint and Several Liability 

All pronouns and any variatiens thereof shall be 
decnecd to refer to the masculine, feminine or neuter, singular 
Or plural, as the identity of the parties may require. If the 


Buyer cc: sists of two or more parties, the liability of such 


parties shall be joint and siveral. 


21. Claims 

Whenever any party shall learn through the filing 
of a claim or the commencement of a proceeding or otherwise 
of the existence of any liability for which another rty is 
oc may be responsible under this contract, such party shall 
notify the other party promptly and furnish such copies of 


documents. (and make originals thereof available) and such other 
g 


information as such party may have which may be used or useful 


in the defense of such claims and shall afford said other part 
. Pp y 


full opportunity to defend the same in the name of any party 
and shall generally cooperate with the other party in the 


defense of any such claim. 


22. No Personal Liabilit of Trustees 
Be SE ESONSs Bitlis ty Of trustees 


It is expressly agreed that the obligations of 
Seller under or with respect to this contract do not consti- 
tute personal obligaticns of the Trustees er any of them and 
Shall not involve any claim against, or liability on the part 
of, any of them and that Buyer will look soley to the as- 
sets of Illinois Topps Realty Corp. in respect of any claim 
under oc with respect to this contract and will not seek re- 


course against the Trustees or any of them or any of their 


personal assets. 


IN WITNESS WHEREOF, the parties have duly executed 


this contract as of the day and year first above written. 


CLuplh lhe in’ 


~ (39syeh R. CEL 


Ker b/ re 4 


ct et er 


Herbert 8B. shear 


as Trustees of Illinois 
Topps Realty Corp. a 
corporation in proceed- 
ings for reorganization 
under Chapter X of the 
Bankruptcy Act in the 
United States District 
“surt for the Southern 
District of New York 
under File Nos. 
74B6i4-802, inclusive, 
and not individually. 


DOMINICK's 


Vice -RES OLu 


Schedule 1.2(b) 


That part of Lot 'B' in North side division being a Subdivi- 
sion of the South 700 feet of the North 740 feet of that 
part of the South half of Section 17, Township 35 North, 
Range 14 fast of the Third Principal Meridian lying West of 
Westerly right of way line of Chicago Road (also known as 
Chicago Vincennes Road) and lying Fast of Easterly right of 
way Of Dixie Highway. Beginning at a point 10 feet South 
of th2 North line of said Lot 'B' and 400 feet East of the 
North East corner of Lot ‘'A' in North Side Divis‘on of a- 
foresaid East along a line 10 feet South of and parallel 

to North line of said Lot 'B' a distance of 596 feet thence 
South on a line perj;endicular to last described line a 

- distance of 490 feet tnence West on a line parallel with 
North line of said Lot 'B’ a distance of 59€ feet to a 
point 400 feet East of East line of said Lot 'A‘' extended 
South thence North to point of beginning, in Cook County, 
illinois. 


BEST GOPY AVAILABLE 


Person al . Proper ty 


Any conveyors, accessories and spare parts for same located 
on the premises at 160 JOE ORR ROAD, CHICAGO HEIGHTS, ILLI- 
NOIS, together with all heating, plumbing and electrical 
appliances, if any, located thereon, without warranty or 
representation, express or implied. 


Ye ¢ 
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Caf LAW OFFICES 


Sov. 1. Dvoircre pesiew acc 
100 HMOMTIUM LASALLE srrrey? 


Max TE Atr. SU RAN : 
CHICAGO, ILLINOIS GOB02 


FRau«UN 21407 


Ae 
larch 9, ne 


wT 1976 
TAX Deny 


Me. Ny ale Loieei 

Interstate Staes 

Tax Department 

111 Eighth Avenue 

New York City, New York 10011 


RE: 1975 Quadrennial Assessment 
160 Joe ‘Orr Road, Chicago Heights, Ill. 


Dear Nick: : 


Pursuant to the order of bankruptcy court on 
December 11, 1975, we proceeded with a com- 
plaint before the Cook County Board of Ap- 
peals relative to the tax assessment for 

1975 on your Store No. 88 in Chicago Heights, 
Illinois. 


The assessment for 1975 was $490,054.00. As 
a result of a hearing on the complaint, a re- 
duction was obtained in the assessed valuation 
as indicated below, and I am enclosing herewith 
an official notice of the Board of Appeals of 
the reduction, 

Original Revised Decrease 


Assessment 490,054 272,003 218,051 


Applying the present equalization factor of 1.4453 
and the tax rate of $9.121 per $100.00 of assessed 
Valuation, results in a tax savings of $28,744.74 
for cach of the years 1975, 1976, 1977 and 1978, 


In January you recelved a first installment bill 
which was predicated on the old 1974' assessed 
valuation. As I indicated by my letter of 
January 29, 1976, this was an estimate 


i GiT La 


March 9, 1976 


Mr. N. J. Loizgzi 
Tnterstate Slores 
Tax Department 


RE: 1975 Quadrennial Assessment 
160 Joe Orr Road, Chicage Heights, £11. 


to enable the “County Treasurer to obtain money 
in advance apainst the total 1975 bill. Ti 
second installuent vould have been ba: 

the assessment of $490,054.00 if 

had not been filed. As it now star 

receive a bill for the second ins 

based upon the revised assessinent of § 

and you will receive credit for the amour 

paid on the first installment against the total 
taxes for 1975, based upon the revised assess- 
ment, 


YT am cneclosing herewith a statément setting 
forth the fees due, pursuant to the order of 
bankiuptcy court confirning our arrangement. 

I have, however, indicated that this fee should 
be spread over the four years of the.quadren-~ 
nial. The purpose in doing this is because 
there is a potential that the Assessor ma: 
change the assessment in any one of the quad- 
rennial years. Therefore, we will continue to 
follow this matter and to make the appropriate 
complaints and take the appropriate action, 
‘and revise the statement of fees whencve 

“"4£ eVer such action becomes necess: 


es 


MES:ck 
Enclosure 


ec: Joel I, Papernik 
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LAYY OFFICES 


MAX IFZEARL SHERMAN & SOL 1. DVORKIN 
OO KRGATAN LA OALLE CTAecr 


CHICAGO, ILLINDIG 60602 


March 9, 1976 


aterstate Department Stores 
Nlinois Topps Realty Corp. 
1 Eighth Avenue 
w York City, New 


York JLOOTL 


"or Profauional Servicer Rertired RE: Proceedin S before 
Appeals with reference to 
Quadcennial Assessment for 
1975, 1976, 1977 and i976 
perty located at 160 Joe Orr Road 
Chicago Heights, Illinois. 


fed 
7 

ef 

OC 


Volume 13, Perm. Index No. 


Fees based upon 25% of tax savings 


each of said years (1975, 1976, 
1978) 


e470 fees 
Due present 
Due 
Due 
Due 


ow ot ew pe 
mage 


eee 


csissioner 


FRANKLIN 


a-iAis 


Complaint 


vor. / 3 


Dear Ce 


Harry H. 


mh a eA 


fI0arp OF APPEALS OF CooK COUNTY 
ROOM GOI COUNTY BUILOING 
TELEPHONE 64) - 5942 


CHICAGO, IILINO'5 60402 


HROTICE OF REDUCTIC 


a 
Ie 


of Cook County 
on your corp 


valuation 


. 


SE? 


:e835e 


raf 
i 


Coraisnsicner , 


SEYMOUR ZABAN 


COMMISSIONER 


RECEIVED 
ost LL 1976 


MEMBER 


BOARD OF APPEALS OF COOK COUNTY 


ROOM 601, COUNTY DUILOING 
TELEPHONE 443-5 2 
CHICAGO, ILLINOIS 6059 


NOTICE OF REDUCTION IN 


a F 2F¢ Ve 
Complaint No. a tee ae 


sg emma E manent Index ho. 


Dear Complainant: 


Horry H. Semrow and seymo: cba Mambers of th 


of Coex County, are ple 1 you that as aresul 
your complaint they have directed the A: 


valuation as follows: 


Assessor's 19757 a 


Ax G/ 


°f.1 
Assessed Valuation 4 20 


Ase 


SEES Me ae 


} 
7 


The corrected Assessed Valuation will be equ 


= ‘ a re 
mene of Local Government Affairs, os provided 


SEYMOUR 


MEMBER 


QTICE #Re Ad~-3 


=—_- er are er en rt re net orem 
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NOTICE OF SETTLEMENT 


STATES DISTRICT COURT 
RN DISTRICT OF NEW 


PLEASE TAKE NOTICE that an order of which the within 
true copy will be presented for se ement to the Honorable 
Edward J. Ryan, Bankruptcy Judge, a 1@ United States Courthouse, 
Foley Square, New York, New York, on 24th day of May, 1976 
at 10:00 a.m. 
York, New York 
18, 1976 


30ULD CLIMENKO KRAMER & CASEY 


~~ 


f 


A Member ofthe Firm 


Attorneys for Trustees 
330 Madison Avenue 


vy 


New York, New York 10017 
(212) 661-3200 


HONORABLE JOHN M. CANNELLA 
United States District Judge 
United States Courthouse 
Foley Square 

New York, New York 10007 


SECURITIES AND EXCHANGE COMMIS: 
26 Federal Plaza 
New York, New York 10007 


MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY 
1295 State Street 

Springfield, Mass. 01111 

Att: Warren R. Wise, Esq. 


JOHN M. KAVENY, ESC. 
11 S. LaSalle Street, Suite 705 
Chicago, Illinois 60603 


SEYMOUR FAGAN, ESQ. 

Fagan, Klugman, Monroe & Edell 
9171 Wilshire Boulevard 

Beverly Hills, California 90210 


DOMINICK'S FE 
555 Northwest 


Northlake, Illinois 601 64 


Att: EB. R. Hersey, Hac. 


CAT RWNROOCK 
\. OLENBOC fv 


ifth Avenue 


fork, New York 
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John E. Hancock’s Notice of 4) cal to District Court 
from Order of Judge Ryan <n.ered 5/24/76, 
Dated 6/3/76 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


Reorganization 
Nos. 74 B 614-802 
INTERSTATE STORES, INC., formerly : Inclusive 
known as INTERSTATE DEPARTMENT 
SAUREG, {NC., 6t al., 


Debtors. ; NOTICE OF APPEAL 


JOHN E. HANCOCK 
appeals to the District Court from the order of the Bankruptcy 
Judge entered in this case on May 24, 1976 ordering that the 
Trustees are authorized to consummate the sale of property in 
Chicago Heights, illinois to Dominick's Finer Foods, Inc. for 
a price of $685,000.00, substantially on the terms and conditions 


of the Agreement dated May 17, 1976. 


The parties to the order appealed from and the names 


and addresses of their respective attorneys are as follows: 


John M. Kaveny, Esq. 

Ll S. LaSalle Street 
Suite 705 

Chicago, Illinois 60603 


Massachusetts Mutual Life Insurance Company 
1295 State Street 

Springfield, Massachusetts 01111 

Att: Warren KR. Wise, Esq. 


Seymour Fagan, Esq. 

Fagan, Klugman, Monroe & Edell 
9171 Wilshire Boulevard 

Beverly Hills, California 90210 


Dominick's Finer Foods, Inc. 
555 Northwest Avenue 
North Lake, Illinois 60164 


o 
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Joseph R. Crowley and Herbert B. Siegel, Trustees 
c/o Interstate Stores, Inc. 

111 Eighth Avenue 

New York, New York 


Shea Gould Climenko Kramer & Casey, Esqs. 
Attorneys for the Trustees 

330 Madison Avenue 

New York, New York 10017 


Golenbock & Barell 
645 Fifth Avenue - 60 East 42 Street 
New York, New York 


Dated: New York, New York 
June 3, 1976 


KRAUSE, HIRSCH & GROSS 
Attorneys for Appellant 


by ti Fee 
A Member of/the Firm 


41 East 42nd Street 
New York, New York 10017 
Tel: €212) 966-1122 
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AMF Incorporated’s Notice of Appeal to District Court 
} from Judge Ryan’s 5/25/76 Order Dated 6/3/76 


} NITED STATES DISTRICT COURT 
| SOUTHERN DISTRICT OF NEW YORK 


Cee ee ee en ee ee x 

i 
" | 
| 20 re : | 
} INTERSTATE STORES, INC., formerly : Reorganization Nos. 

| known as INTERSYATE DEPARTMENT STORES,  74B 614-802 

i} INC., @t al, : 

l NOTICE OF 

| Debtors : APPEAL TO | 
| DISTRICT 
irda eeu areaicosaaia tis 4 ula: ata GR ay aie ae ean ean opment x COURT 


AMF Incorporated, a creditor herein, appeals to the 
District Court from the Order of Bankruptcy Judge Edward Ryan 
entered in this case on May 25, 1976 authorizing the sale of 
certain property located at 166 West Joe Orr Road, Chicago 
Heights, Ill. to Dominick's Piner Foods, Inc. 

The parties to the order appealed from as listed on 
the Notice of Entry thercof dated May 28, 1976 are as follows: 


SHEA GOULD CLIMENKO KRAMER © CASIY 
250 Madisen Avenue 
aye YorR, H.¥. 10017 


MASSACHUSLTTS MUTUAL LIFE INSURANCE COMPANY 
4295 State Strect 
Springfield, Mass. 01111 


{ JOUN M. KAVENY, ESQ. 
1) South waSalle Creat, Suite 705 
Chicago, Illinois 60603 


SEYMCUR FACAN, ESQ. 

Fagan, Klvuaqman, lionvoec & Edell 
9171 Wilehire louleverid 
Beverly Niiiae,'Calit, 986210 


DOMINICK'S FLIUER. ruops, INC. 
555 Nortinycst Avenur 


Northlake, Illinois 60164 


GOLENLOCK & BASLIL, SOS. 

45 Fifth Avante 
' Gwip eee (LOU Ee 
Dated: licw Yor), Kew York 
vune 3, 1976 

ROGERS HOGE & HILLS 

* ue * it PS { 

by 1 ip ee Lae A rp ‘ 


A tirewber of Che titra 
Attorneys for AMP Ticorporatcd 

90 Vark Avenue 

tlow York, lew York 10016 aoe 
(72712) 953 9200 ' 


Avenue 
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Joseph R. Crowley and Herbert B. Siegel, Trustees 
c/o Interstate Stores, Inc. 

111 Eighth Avenue 

New York, New York 


Shea Gould Climenko Kramer & Casey, Esqs. 
Attorneys for the Trustees 

330 Madison Avenue 

New York, New York 


Golenbock & Barell 
645 Fifth Avenue - 60 East 
New York, New York 


Levin & Weintraub, Esq. 
me 


223 Broadway 
New York, New York 10007 


Securities and Exchange Commission A 
26 Fede al Plaza 
New Yo: «, New York 10007 


White & Case, Esq. 
14 Wall Street 
New York, New York 10005 


Zalkin, Rodin & Goodman, Esqs. 
750 Third Avenue 
New York, New York 10017 


Popper & Popper, Esqs. 
200 Fifth Avenue 
New York, New York 10010 


Leinwand, Maron, Hendler & Krause, Esqs. 
10 East 40th Street 
New York, New York 10016 


Milbank, Tweed, Hadley & McCloy, Esqs. 
One Chase Manhattan Plaza 
New York, New York 10005 


Wachtell, Lipton, Rosen & Katz, Esqs. 
299 Park Avenue 
New York, New York 10017 


Robert Schwartz, Esq. 

Manufacturers Hanover Trust Company 
350 Park Avenue 

New York, New York 100.2 


Debevoise, Piimpton, Lyons & Gates, 
299 Park Avenue 
New York, New York 10017 


19a 


aa 


Emmet, irvin & Martin, Esqs. 
4 Wall Street 
York, New York 10005 


‘kersham & 
10005 


llip B. Johnson, 
Seventh Street 


Rockford, Illinois 


1, Cory, 
7? Washington 
attle, Washinuto 


Vladeck, Elias, Vladeck 


01 Broadway 


York, New York 10036 


Henderson 


‘ 

45st ie Indiana Square 
Indianapolis, Indiana 
Bader & Bade 


74 ‘ 
/4 M 


New 


Stevens & Walters, 

sional Corporation 

Suite 9100 Zenity Center 
6300 Wilshire Boulevard 
Los Angeles, California 


Esqs. 


90048 


John M. Kaveny, Esq. 
ll S. LaSalle Street 
Suite 705 
Chicago, 


Illinois 60603 


Massachusetts Mutual Life Insurance 


1295 State Street 
Springfield, Massachusetts 
Att: Warren R. Wise, Esq. 


COLT Ts 


Seymour Fagan, Esq. 


Fagan, Klugman, Monroe & Edel} 
9171 Wilshire Boulevard 


Beverly Hillis, Cali tornia, 90210 


& Foxwort hy ’ Esqs 


Company 


st] 


 & GROSS 


Appe llant 
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NOTICE 


Bankruptcy Rule 806 requires that within 10 days 
following the filing of the "Notice of Appeal", 

you must: serve and file a designation of the con- 
tents for inclusion in the record on appeal together 
with a statement of the issues to be presented on 


your appeal. 


The items which you designate are to be physically 
removed from the files in Room 230 by you for pre- 
sentation to the bankruptcy judge in sufficient 
time for him to comply with Bankruptcy Rule 807 
requiring the bankruptcy judge to transmit the record. 
on appeal to the Clerk of the District Court within 
30 days ste He filing by you of the designation 
of contents and statement of issues. 

If you are the appellee, you shall, within 7 days 
after service of the appellant's statement, file 
with the court and serve on the appellant a desig- 
nation of additional papers, if any. Should you, 


as appellee, do so, you are required to physicaily 


remove such papers from the files in Room 230 and 


present them to the bankruptcy judge so that he 


may comply with Bankruptcy Rule 807. 
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John E. Hancock’s Designation of Record and Statement 
of Issues on Appeal to District Court Dated 6/14/76 


UNITED STATES BISTRICD CODIMT 
SOUTHER DISTRIC? OF NEW YORK 


Reorganization 


AWK veal te . 
Ws \ Nos. 74 B 614-802 


anf < 
, Inclusive 


INTERSTATE, STORES, INC., Lox mer rea oa o 
known as INTERSTATE DEPARIMENT@7 8) : 
STORES. INC.) eb al, oF DESIGNATION 
AND STATEMENT 
Debtors ON APPEAL. __ 


The appellant, John E. Hancock, by his attorncys, 
Krause, Hirsch & Gross ("appellant") having filed a Notice of 
Appeal on June 3, 1976 hereby designates the following for BU a 
clusion in the record on appeal and herein sets forth a state- 
ment of the issues he intends to present on the appeal: 

1. Order dated May 24, 1976 (order appealed from) 

and Notice of Entry thereof dated May 28, 1976. 

2. Application of Trustees dated April 29, 1976, and 

axhibits thereto including the agreement between the 

trustees and appellant. 

3. Order to Show Cause dated April 30, 1976. 

4. Notice of Hearing on Application dated May 3, 2978, 

with annexed list of addressees. 

5. Transcript of proceedings held May 17, 29716. 


6. Telegrams dated May 17, 1976 from appellant to the 


Court and to the attorneys for Trustee. 


II. STATEMENT OF ISSUES 


Appellant John E. Hancock sets forth the following 
issues to be considered on the appeal taken by the filing of 


Notice of Anpeai dated June 3, 1976: 


1. May Notice of a Si in Chapter X case be given 


ja 


to fewer than those requir ICOLVE y Chapter 


Rule 10-209(b) and omit some 
may have appeared without 
cause therefor? 

Is adequate notice 
notice which does 
acceptance of other 
3. May an application 
contract for the sale 
public bidding at the hea 
to the confirming buyer 
4. May an application fc 
amended without adequate 
when the confirming buyer 
hearing notifies 
intention 


‘state? 


Dated: 


June 14 


Hancock 
41 East 42 
New York, New 


(2.27) 986-4 


JOHN M. KAVENY, SQ. 

11 S. LaSalle Street 
Suite 705 

Chicago, Illinois 60603 


MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY 
1295 State Street 

Springfield, Massachusetts 01111 

AGts Warren R. Wise, Esq. 


SEYMOUR FAGAN, ESQ. 

Fagan, Klugman, Monroe & Edell 
9171 Wilshire Boulevard 

Beverly Hillis, California 90210 


1438 


AMF Incorporated’s Designation of Record for Appeal 
to District Court Filed 6/14/76 


ee aie 


Appel 
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Is adequate notice given of an auction 
Sale or a sale after competitive bidding 
by a notice which does not disclose the 
possibility of the acceptence of bids or 


an auction? 


Dated: New York, HN. ¥ 
June 14, 1976 


Attorneys 
SO Park 

New York, 
(212) 953 


oid 


SHEA GOULD CLIMENKO KRAMER 
& CASEY. Bsos. 

330 Hidison Avenue 

New York, N. 


: SAC 


} 
i 
NSUR? 


Ss es ate 
ingfield, 


M. KAVENY, ESO. 
uth LaSalle Street 
Suite 705 
Chicago, Illinois 60603 


SEYMOUR FAGAN, ESO. 

Fagan, Klugmar, Monroe & Edell 
9171 Wilshire Boulevard 
Beverly Hills, Calif. 90210 


FINER FOODS INC. 
se chai st Avenue 
linois 60 


GOLENBOCK ¢ BARELL, ES 
645 Fifth Avenue 
Now York, N. ¥. 10022 


1458 
Order to Show Cause Dated June 10, 1976 
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Application of John E. Hancock Dated 6/10/76 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In the Matter : In Proceedings for the 
Reorganization of a 
of : Corporation 
INTERSTATE STORES, INC., formerly : Nos. 74 B 614-802 
known as INTERSTATE DEPARTMENT Inclusive 
STORES, INC.) et-al.,; : 


APPLICATION 


THE HONORABLE EDWARD J. RYAN, BANKRUPTCY JUDGE 


JOHN E. HANCOCK, by his attorneys, KRAUSE, HIRSCH & 


GROSS, respectfully represents: 


1. Heretofore on May 22, 1974 INTERSTATE STORES, INC., 


et al., filed petitions under the provisions of Chapter XI, 


Section 322 of the Bankruptcy Act and, thereafter, an amended 
petition for reorganization pursuant to the provisions of Chapter 
X of the Bankruptcy Act was filed on June 3, 1974. JOSEPH R. 
CROWLEY and HERBERT B. SIEGAL have been appointed as trustees in 
reorganization of Interstate Stores, Inc. and Illinois Topps 
Realty Corp., a subsidiary of Interstate Stores, Inc. also in re- 


organization under Chapter X of the Bankruptcy Act. 


2. lllinois Topps Realty Corp. ("Realty") was the owne 
of 6.71 acres of land, the improvements thereon and certain 
property used in connection therewith located at 160 West Joe Orr 


Road, Chicago Heights, Illinois (the "“Property”) 


3. Annexed hereto and made a part hereof is the above 
named trustees' application by the Trustees dated April 29, 1976 
together with a copy of the contract entered into between the 
trustees and applicant dated the 20th day of April, 1976 Exhibit 
A the terms of which provide for the sale of the Property to 


Mr. Hancock, subject to the approval of this court. 


148a 
4. Notice was sent to certain parties listed in an 
exhibit to a notice of hearing and application dated May 3, 1976, 
a copy of which is annexed hereto and marked as ("Exhibit B) which 


said notice provided that on May 17, 1976 at 9:30 a.m. a hearing 


would be held for consideration of an application for an order (i) 
approving an agreement between John E. Hancock and the Trustees as 
Trustees of Illinois Topps Realty Corp. ("Realty") to sell to 
Hancock the property and improvements at 160 West Joe Orr Road, 


Chicago Heights, Tilinois for the price of $650,000 (ii) trans- 


ferring all liens and security interests against any of the prop- 
erty (except permitted encumbrances) to the proceeds of the sale 
and (iii) authorizing the rejection of the store lease dated : 


May 1, 1961, as amended, by the Trustees as Trustees of Realty. 


5. It was not until immediately prior to the Hearing 


en OA  maagrienatty see: nae OE TONED 


ee, 


for approval of the binding agreement that applicant was_ infarmed 


oe nee eee ome eee 


that at said hearing there at be _another interested ‘party, and 
kg ah ST ae 


that the Trustee might have to enter into negotiations with such a 


party. 


6. Applicant's Chicago counsel informed Messrs. Rotkin 
and Yassky that, if the Trustees would consider negotiations with 
another party at this time, then applicant would be free to with- 


draw from the contract. 


7. Messrs. Rotkin and Yassky:- informed applicant and 


his Chicago counsel that they would not permit such a withdrawal. 


‘ 


8. On May 17, 1976 the scheduled hearing took place 
before this court and at that time Dominick's Finer Foods, Inc. 


made a successful bid of $685,000 for the property. 
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9. During the course of the hearing, Mr. Yassky, 


attorney for the trustee stated there is a binding contract on thi 
property between the Trustees and the buyer (Hancock) subject, of 


course, to the Court's approval. 


10. As applicant's affidavit annexed hereto makes clear, 
Mr. Hancock received no notice from any source that the May 17th 


hearing was to be a public auction of the property. Even prior to 
the hearing he was not advised that the application to confirm the 
bilateral agreement would be converted by the Trustee and his © 


attorneys at the hearing into a contract with a third party for th 


sale. of the property. 


ll. Applicant was justifiably unprepared and had no 


reason to believe that he would be required to bid competitively 
at the public auction that was in fact conducted in the courthouse 
This is borne out by applicant's Chicago counsel's statement that 
applicant is not prepared to top the successful bidder's higher 


offer "at this time”. 


12. Applicant was shocked at the turn of events since he 
was led to believe that the hearing was to be held for routine 
approval of the contract. A copy of the transcript of the hearing 


is annexed hereto as Exhibit C. 


13. It was applicant's bid which initiated the hearing. 
Mr. Hancock was the initial bona fide offeror for this property 


which had been vacant for approximately two years. 


14. Shortly after the conclusion of the hearing and in 
the same day, Mr. Hancock advised the court that he was prepared 
o bid $725,000 for the property, a sum $40,000 in excess of the 


successful bic py Dominick's Finer Foods, Inc. On May 24th 1976 an 


order was signed by the Honorable Edward J. Ryan, Bankruptcy 
Judge, confirming the sale of May 17, 1976. A copy of the order 
is annexed hereto as Exhibit D. 


15. That applicant is prepared to bid as his openin 
I p & 


bid the sum of $725,000 for the property or the terms and 


conditions contained in the aforesaid agreement of April 20, 
1976. These are the same terms and conditions under which 
Dominick's Finer Foods, Inc. attempted to obtain the property 


by the sale held on May 17, 1976. 


16. That applicant is prepared to increase his bid 


if the circumstances of a properly noticed j Sale warrant. 


17. This application by applican 


be a firm offer in a properly noticed judicial sale. 


18. That applicant is informed that the closing 


scheduled for the subject property in which the trustees would 


convey title to Dominick's Finer Foods, Inc. is set for June £5 
J bf > 


et 
1976. 

19. Unless the trustees and Dominick's Finer Foods, 
Inc. are temporarily restrained from conveying title, immediate 
and irreparable injury, loss or damage will result to applicant 
and the creditors of this estate. At a minimum, the creditors 
would lose an additional $40,600 and may substantially gain 
more money before notice can be served and a hearing had on an 
application for such temporary restraining order and hearing 


to vacate and set aside the sale. 


20. In order to afford applicant a fair opportunity 


to enter into competitive bidding, the order confirming the 


isla 


sale should be vacated and set aside and another hearing set 


for the sale of the subject premises. 


WHEREFORE, applicant prays for a temporary restraining 
order forbidding the said trustees ard Dominick's Finer Foods, 
Inc., their agents, servants, employees and officers from 


transferring, selling or otherwise disposing of the property 


hereinbefore described until such time as applicant's order to 
show cause is heard and determined and for such other and further 


Just. 


relief as is 


Dated: New York, 
June 10, 


KRAUSE, HIRSCH 
Attorneys for hy 5. Hancock, 
Applicant 


A One aa. ee eer, eS 
A Member of the Firm 


4) East 4end Street 
New York, N. Y. I0OO17 
Tel: (212) 986-1122 
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EXHIBIT A 


‘ UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In the Matter : In Proceedings for t 
Reorganization of a 
of > Corporation 


14-862 


| INTERSTATE STORES, INC., formerly : Nos. 74 B 6 
nclusive 


known aS INTERSTATE DEPARTMENT I 
STORES, INC.; Gt 215; : 


Debtors. 
APPLICATION 


THE HONORABLE EDWARD J. RYAN 
BANKRUPTCY JUDGE, AS SPECIAL MASTER 
The application of JOSEPH R. CROWLEY and HERBERT 


SIEGEL respectfully represents: 


1. On May 22, 1974 the captioned debtors filed 
petitions under Chapter XI, Section 322, of the Bankruptcy ? 
and, thereafter, an amended petition for reorganization pur 
to the provisions of Chapter X of the Bankruptcy Act was fil 
1974. Said amended petition was thereafter app 

\| by order of this Court dated June 13, 1974. Pursuant to sé 
order, your applicants were appointed, have qualific? and 


now acting as the Trustees of the captioned debtors. 


2. The applicants are engaged in the operation 


| 
} 
} 
| 


general department stores and discount toy supermarkets. 


i 


3. Prior to the filing of the petitions herei: 
aah Illinois Topps Realty Corp. ("Realty") was the own 
6.72 acres of land, the improvements thereon and certain 
eeeerer used in connection therewith located at 160 Wes: 


f 
Orr Road, Chicago Heights, Illinois (the "Property”). 
F 
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4. Applicants have entered into an agreement with Mr. 
John E. Hancock, dated the 20th day of April, 1$76 (the 
"“Contract"), agreeing to sell the Property to Mr. Hancock, 
subject to the approval of this Court; a copy of the Contract 
is annexed as Exhibit "A".\ The purchase price for the Property 


is $650,000.00, payable $45,000 on the execution of the Contract 


* 


($10,000 to applicants and $35,000 to an escrow trust estab-_, 
lished with Chicago Title & Trust Company, Chicago, Illinois), 
$491,641.57 at closing in cash and $203,358.43 by taking 
subject to the existing firs rtgage, provided that the 

cash payable at closing shall be increased by the aggregate 
amount of reductions in the principal amount of that first 


mortgage. 


5. The obligations of applicants to transfer and of 
Mr. Hancock to buy the Property are conditioned, among other 
things, upon the agreement of Digas Company of Delaware, a 
licensee of part of the Property, to waive certain of its 
possible rights under its license agreement dated July 17, 
1973. Except for encumbrances specified in the Contract, 

the Property is to be sold free and clear of all liens and 
security interests encumbering the Property, which shall be 
transferred to the sale proceeds. A lease of the Property 
dated May 21, 1961 between the predecessor in interest of 


Realty and the predecessor of the debtor Topps of Chicago 

* 
Heights, Inc. is not a permitted Encumbrance. Since the 
continued existence of said lease would prevent the consummat i 


of the Contract, it is onerous and burdensome and Applicants, 


as Trustees of Realty, seek authority to reject same. 
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6. Applicants deem the agreement with Mr. Hancock to 
‘be in the best intexests of the estates because the estates 
|}will realize in cash more than $446,000 and will he relieved 
of the mortgage debt service and real estate taxes on the 
“Property. ~ An appraisal of the Props rty will be furnished to 


“the Court at the hearing on this application. 


7. Applicants respectfully suggest that notice of 
ithis application in the form annexed as Exhibit B be given 
‘to these set forth on the list set forth as Exhibit Cc. Said 


“list includes all parties who have appeared herein. 


8. No previous application for the relief herein 


requested has been made. 


WHEREFORE, applicants respectfully pray that an orde 


.bé entered: 


(a) Approving the agreement with John E. Hancock 
l aated April 20, 1976; 

(b) Authorizing the performance of all of the term 

‘3 of that agreement and the taking of such furthe 

‘and additicaal ection consistent therewith as is necessary to | 
| eenepiacate that agreement; 
3 (c) Transferring all liens and security interests 
| weakest any of the Property (except those liens and security 


interests specified in the agreement as permitted encumbrance 


‘to the proceeds derived by applicants under the agreement; 


(a) Authorizing the rejection of the lease dated 


May 1, 1961 by Applicants as Trustees of Realty; 


(e) Granting such other further relief as may be 


just and proper. 


Dated: New York, New York 
Aprai 37 + 1976 


/ 


Joseph R. Crowley, Trustee 
é 


J 


a 
Ribs Tae eee OM one wre =. 
Herbert B. Siege 
SE 


i 
RAAL+tIinnal aa 


-_— = 


SHEA GOULD CLIMENKO KRAMER & CASEY 
Attorneys for the Trustees 


By / pes fy 


wate fer fo 
; Member of the/Firm 
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EXHIBIT B 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


Reorganization 
Nos. 74 B 614-802 
INTERSTATE STORES, INC., formerly : Inclusive 
known as INTERSTATE DEPARTMENT 
SPORES, INC. Cb als; 
NOTICE OF HEARING 
ON APPLICATION 


NOTICE is hereby given that the 17th day of May 
1976, at be ein: in the afternoon of that day, in Room 236, 
United States Courthouse, Foley Square, New York, New York 
has been fixed as the time and place for a hearing for the con- 
sideration of an application for an order (i) approving an 


agreement between John E. Hancock ("Hancock") and the Trustees 


as Trustees of Illinois Topps Realty Corp. ( "Realty") to sell 


to Hancock the property and improvements at 160 West Joe Orr 


Road, Chicago Heights, Illinois for the price of $650,000 (ii) 
transferring all liens and security interests against any of 

the property (except permitted encumbrances) to the proceeds 

of the sale and (iii) authorizing the rejection of the store 
lease dated May 1, 1961, as amended, by the Trustees as Trustees 


of Realty. 


The appiication is on file in the office of the 
® 
Honorable Edward J. Ryan, Bankruptcy Judge, and may be examined 
by interested parties in Room 230, United States Courthouse, 


Foley Square, New York, New York, during regular business 
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NOTICE IS FURTHER GIVEN that the said hearing may be 
adjourned from time to time without notice other than the 


announcement of the adjourned date or dates at the hearing. 


BY ORDER OF THE COURT 


New York 


Joseph R. Crowley and Herbert 
B. Siegel, Trustees 

c/o Interstate Stores, Inc. 

111 Eighth Avenue 

New York, N. Y. 

(212) 741 - 6200 


SHEA GOULD CLIMENKO KRAMER & CASEY 
Attorneys for the Trustees 

330 Madison Avenue 

New York, MN. Y¥. 10017 

(212) 661-3200 


Li ea 


Levin & Weintraub, Esq. 
225 Broadway 
New York, New York 10007 


Securities and Exchange Commission 
26 Federal 
New York, fork 10007 


White & Case, Esq. 
14 Wall Street 
New York, New York 10005 


Zalkin, Rodin & Goodman, Esqs. 
750 Third Avenue 
New York, New York 10017 


Popper & Popper, Esqs. 
200 Fifth Avenue 
New York, New York 10010 


Leinwand, Maron, Hendler & Krause, Esqs. 
10 East 40th Street 
New York, New York 10016 


Milbank, Tweed, Hadley & McCloy, Esgs. 
One Chase Manhattan Plaza 
New York, New York 10005 


Wachtell, Lipton, Rosen & Katz, Esqs. 
299 Park Avenue 
New York, New York 10017 


Robert Schwartz, Esq. 
Manufacturers Hanover Trust Company 
350 Park Avenue 

New York, New York 10022 


Debevoise, Plimpton, Lyons & Gates, Esqs. 
299 Park Avenue 
New York, New York 10017 


Emmet, Marvin & Martin, Esqs. 
48 Wall Street 
New York, New York 10005 


Cadwalader, Wickersham & Taft, Esqs. 
One Wall Street 
New York, New York 10005 


Phillip B. Johnson, Esq. 
205 Seventh Street 
Rockford, Illinois 61104 


Matsen, Cory, Matsen & Sprague 
1117 Washington Building 
Seattle, Washington 98101 


Henderson, ily Foxworthy, Esq 
2450 ne ind) > 


Indianavool 
Bader & Bader, 

274 Madison 

New York, New York 10016 


Zissu Lore Halper & Barron, Esqs. 
450 Park Avenue 
New York, New York 10022 


Fried, Frank, Harris, Shriver & Jacobson, 
120 Broadway 
New York, New York 


Meyers, Stevens & Walters, Esqs.- 
Professional Corporation 

Suite 9100 Zenith Center 

6300 Wilshire Boulevard 

Los Angeles, California 90048 


John M. Kaveny, Esq. 

11 S. LaSalle Street 
Suite 705 

Chicago, Illinois 60603 


Esgs. 


Massachusetts Mutual Life Insurance Company 


1295 State Street 
Springf eld, Massachusetts 01111 
Att: Warren R. Wise, Esq. 


Seymour Fagan, Esq. 

Fagan, Klugman, Monroe & Edell 
9171 Wilshire Boulevard 

Beverly Hills, California 90210 


* 
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EXHIBIT C 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 
(In Bankruptcy ) 


In the Matter 


of 


INTERSTATE STORES, INC., et be as 


74 B 614-802 
Debtors. 


United States Court House 


Foley Square, New York, N. Y. 


May 17, 1976 
9:30 a.m. 


HON. EDWARD J. RYAN 


Bankruptc 


HEARING TO CONSIDER OFFER 


Appearances: 


MESSRS. SHEA, GOULD, CLIMENKO, 
KRAMER & CASE) 
Attorneys for Trustees 
BY: PHILLIP MANN, ESQ., 
and 
LESTER YASSKY, ESQ., 
of Counsel 
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APPEARANCES: (Continued) 


MERYL WIENER, 
Attorney for SEC 


MESSRS. GOLENBOCK & BARELL 
Attorneys for Offerer 
BY: SAMUEL GALOWITZ, ESQ., 
and 
ARTHUR SILVERMAN, CDSQ., 
of Counsel 


MESSRS. ZALKIN, RODIN & GOODMAN 


Attorneys for Senior Institut onal Lenders | 


BY: ANDREW GOTTFIED, ESQe, 
of Counsel 


e@ekanh & 


THE COURT: Good morning, gentlemen 
and Ms. Wiener. | 

Mr. Yassky, we have several matters 
on this morning. 

MR. YASSKY: Yes, if I could piease 
take them up in a certain order your Honor, I 
think we can dispose of some of the easier 
ones first. 

One of the matters on is for approval 
of the execution of the warehouse lease for 
the Toys'R Us Division. This is just a one=- 


year lease. 


THE COURT: Is that Milwaukee? 


} 


H 
i 
| 


| 
' 
{ 
' 
| 
{ 
| 
| 
| 
{ 
| 
1 
} 
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YASSKY: No. This is Houston. 
> COURT: Does any interested party 


heard with respect to this applica- 


response.) 
THE COURT: I will ask you then, 
Mr. Yassky to submit an appropriate order. 
MR. YASSKY: Thank you, your Honor. 
The next matter I would like to address 


myself to is for approval to enter into a 


i 
| 
| 
| 
| 
| 
{ 
! 
{ 
| 
| 
{ 
i 
| 
| 
| 


lease for a new Toys'R Us Store in Milwaukee. | 

THE COURT: Does any interested party | 
wish to be heard with respect to this applica- | 
tion? | 
(No response.) | 
THE COURT: Very well, the application | 
is granted. Will you please submit an appropriate 
order. 


MR. YASSKY: The third matter, your 


Honor is the nunc pro tunc order with respect 


THE COURT: All right, does any 
interested party wish to be heard with respect 


| 
| 
to salaries. | 
| 
| 
to this application to pay certain present | 

| 

{ 
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and former employees additional salaries? 

(No response.) 

THE COURT: There being no adverse 
recommendation, on the basis of the facts 
set forth in the papers, the application is 
granted. Would you submit an appropriate 
order. 

MR. YASSKY: The last matter we have 
on this morning, your Honor, is an application 
to approve the sal. of certain vacant premises 
owned by one of the debtors in this proceeding 
in Chicago Heights, Illinois. Again, the 
facts supporting this application are set 
forth therein. We have received an offer. 


The trustees have entered into a written 


contract for the sale of this property at a 


price of $650,000. There is a mortgage on 
the premises that had a balance of approximately 
$200,000 and the property would be sold 
subject to that mortgage and the balance will 
be paid in cash at the closing. 
THE COURT: And the other pertinent 
data is set forth in the papers? 


HR. YASSKY: Yes, your Honor. As I 
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said, your Honor, there is a hinding contract 
on this between the Trustees and the buyer, 
subject, of course, to this Court's approval. 
At the end of last week, the Trustees received 
indications of interest from another party 
and they indicated that they intended to come 
here this morning and make an offer to the 
Trustees, and we certainly believe that the, 
Trustees are obligated and this Court is 
obligated to give these parties an opportunity 
to be heard. 

THE COURT: When did the Trurtees 
first hear from this party? 

MR. YASSKY: I believe it was -- if I 
can consult -- 

THE COURT: Approximately? I could 


be iaportant. 


MR. YASSKY: It was sometine last 


week. 

THE COURT: Last week had five business 
days. Can you tell me whether it was early 
ox late in the weck? 

Was it 4:30 Friday afternoon, or was 


it early Monday morning? 
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MR. YASSKY: I believe we received a 
call on Monday of last week. 

THE COURT: On Monday and was pertinent 
data requested of the trustees? 

MR. YASSKY: Yes, pertinent data was 


requested on Wednesday and we furnished to 


them the information, I believe on Thursday 
and we have conveyed this information to the 
buyer. 

THE COURT: So far they are fully 
informed of the nature of the outstanding 
offer; is that correct? 

MR. YASSKY: Yes. 

Both parties are, I think, fully in- 
formed. In other words, the contract buyer, 


Mr. Hancock, was also informed that there is 


another party that indicated interest and we 


advised tir. Hancock of the facts. 
THE COURT: We know that Mr. Hancock 


was sufficiently informed to make the offer 


that we now have before us. Now, does any 
other pexson wish to make an offer to purchase 
from the Trustees the property at 


160 West Joeowr Road? 
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MR. SILVERMAN: I am from the firm of 
Golenbock & Barell. We represent Dominick's 
Finer Foods, Inc., which is a subsidiary, 
wholly owned subsidiary of Fisher Foods, Inc., 
a company which has a chain of 205 supermarket 
and grocery type stores throughout the United 
States which in 1975 had sales of $1.5 billion, 
approximately, and net income of $12.5 million, 

We have examined the proposed contract 
between the Trustees and Mr. Hancock. On 
behalf of my client, we are prepared to 


enter into the identical contract. We have 


resolutions here in court. We have duly 


authorized officers of the corporation, vice-= 
president and an attorney from the corporation. 
On the same terms with two differences. First, 
our client would offer $675,000 instead of 
$650,000. Secondly, in response to a request 
from the Trustees, our client would be willing 
to forego the escrow type Closing provisions 
which are in this contract and would proceed 

in the normal type of New York type closing, 
with a title policy and title commitment to 


be delivered at closing showing clean title; 


that is, a substitute to the escrow type 
closing, though we are prepared to do the 
escrow type closing. 


TH“ COURT: Well, the second feature, 


of course, is merely form. It doesn't go to 


substance, would you not agree? 

MR. SILVERMAN: That is correct. The 
only other aspect which goes to form is that 
the closing date set forth in the contract is 
June lst. We have spoken to the Attorneys for 
the Trustees and there apparently is no 
difficulty in having the closing date to be 
not less than ten days nor more than 30 days 
after final order, as final order is defined 
in the contract of sale. So that it's ona 
certain number of days after final order. 

THE COURT: Mr. Yassky, is it a fair 
statement then insofar as the Trustees are 
concerned it's simply a question of how much? 

MR. YASSKY: I think that's a fair 
statement. 

THE COURT: I assume from the presenta- 
tion of counsel that the Trustees have locked 


into the question and have no doubt of the 


y 

financial responsibility of our second offerer? 

Mik, SILVERMAN: (Your Jlonor, I have in 
the courtroom << 

THE COURT: It isn’t necessary. JI 
would rather hear from Mr. Yassky. 

MR. YASSIY¥Y: Based on the limited 
information we have, your Honor, it seems 


there isn’t enough to distinguish between 


the parties on their financial worth. However --| 


THE COURT: Does the representative 
of Hancock wish to be heard? 

MR. KAVENY: ify name is John Kaveny, 
11 South LaSalle Street, Chicago, Pcie. 
I am the attorney for Mr. Hancock, who is here 
with me this morning. 

We have no further comment except 
that we have our offer. The Trustec has it 
signed. We don't wish to raise our offer at 
this time, your llonor. We are prepared to 
proceed as of June lst closing. 

MR, SILVERMAN: I failed to state -- 

Tu COURT: I think I take judicial 
notice of the fact that $675,000 is $25,000 


more than $650,000. 


Now, Mr. Yassky, do you know of any 
reason why the Trustees should not be 
authorized to accept the higher offer? 

MR. YASSKYs: No, your Honor. We “hink 
the Trustees are duty bound to get the best 
price for the property and you also could 
take judicial notice of the difference. We 
think that Mr. Hancock, being the first party, 
certainly should have the opportunity to 
meet that offer. 


THE COURT: He certainly has, and if 


you wish 15 minutes or a half an hour to 


give it full consideration gentlemen, I will 
certainly afford you that opportunity. 

MR. KAVENY: No, your Honor. We made 
what we considered to be a good-faith offer. 
If Mr. Yassky feels it’s the same good faith 
offer, the Dominick People provide the title 
coverage and no brokerage involved and what 
have you, then it simply is $25,000 more than 
what we offered. 

THE COURT: You are not prepared to 
undertake to top the $25,000 offer, sir? 


MR. KAVENYs Not at this time. 


a2 


- 


2 | MR. YASSKY: I would like a ener | 
! 
3 | tion in court, your lionor, by the Dominick | 
4 | People that there is no broker representing 
| | 
5 | their parties which the Trustees will be | 
6 | liable -- | 
7 | THE COURT: If you want Mr. Yassky, | 
8 | five or ten minutes for the dust to settle | 
9 | - here, not that there is too much dust raised, | 
10 | is there any obligation of a deposit at the | 
| 
il | present time? | 
12 | MR. YASSKY: They have so advised the | 
13 | Court that they have a check available and 
| 
14 | intend to sign this contract today, and I 
“4 would like -- if that's the case, I would 
16 | like to in effect convert this application 
— for authority to enter into this contract. | 
a They say it's identical to the contract that's | 
19 | before the Court and substitute the parties. | 
20 : I don't think it would be necessary to go | 
™ | before this Court again. 
om | THLE COURT: Now, before we proceed | 
any further, does any other interested party 


wish to be heard? 


(No response.) 


Lila 


THE COURT: All right. 

MR. YASSKY: I would also like to make 
clear for the record that the Trustee has 
entered inte this arrangement in good faith 
with Mr. Hancock and certainly would abide by 


the terms of the contract. However, it 


certainly is subject to this Court's approval, 


and with the higher offer presented to this 
Court today, I believe that the Trustees 
have no choice but to accept the higher price 
on it. 

THE COURT: I have absolutely no 
doubt that the Trustees and Mr. Hancock have 
acted in the best of faith and there is no 
need for us to review wie body of law that 
points out that a Trustee's sale is actually 
@ Bale by the Court rather than by the Court- 
appointed fiduciaries, and the Court is under 
an obligation to accept the highest price at 
least before the sale is confirmed. After 
the sale is confirmed, there is a much heavier 
etandard required in order to vacate the 
sale. But in the present posture of the case, 


I think the Trustees have an obligation to 
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accept the higher figure. 
Now, unless you feel anything else 


needs to be added to the record at this time 


Mr. Yassky, I am prepared to approve your 


application and to amend this hearing to one, 


to accept the offer made by the principals 


who are represented by Golenbock & Barell. 


Yes sir, did you wish to be heard? 


MR. KAVENY: If I may, I spoke with 
Mr. Hancock for a moment more and Mr. Hancock 
indicates that he is willing to go the price 
at $675,000. 

MR. SILVERMAN: Your Honor, we raise 
to $685,000. 

MR. HANCOCK: This is fun and games. 


MR. KAVENY: We withdraw it. 


THE COURT: No comment need be made on 
Mr. Hancock's characterization of "fun and 
games." So this hearing is concluded. I 


will ask you Mr. Yassky to see that the 


appropriate papers are prepared which will 
approve the offer of the principals represented 
by Golenbock & Barell to pay the sum of 


$685,000 for this property. 
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(The matter was closed.) 
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EXHIBIT D 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


INTERSTATE STORES, INC., formerly : 
known as INTERSTATE DEPARTMENT Reorganization 
STORES, INC., et al., : Nos. 74 B 614-802 


Debtors. ORDER TO 
SHOW CAUSE 


At New York, New York in said District 
ae 
on the } day of April, 1976 
Upon the annexed application and sufficient cause 


appearing therefor and no adverse interest having been 


represented, it is 
» 


ORDERED, that those on the annexed list show cause 
before the undersigned, in Room 236 of the United States 
Courthouse, Foley Square, New York, New York on the// th 
day of May, 1976, at 7 3%’ 4M., or as soon thereafter as 
counsel can be heard, why the within application should not 


be granted, and it is further 


ORDERED, that service of a notice in the form annexed 
hereto as Exhibit "B" upon those set forth on the list annexed 
hereto as Exhibit "C" by mail or by personal service on or 


before May ~ , 1976 shall be deemed good and sufficient 


service. 


> Cer fe f? 
/Bankruptcy Judge 
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Affidavit of John E. Hancock Dated 6/4/76 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


INTERST E THA ce oe : 
known as NTERSTATE DEPARTMENT 


STATE OF NEW YORK ) 


COUNTY OF NEW YORK) 
being duly sworn, deposes and says that 


in support of the application 
the Court requesting that the order 
entered on May 24, 1976 by the HONORABLE EDWARD J. RYAN, Bankruptc 
Judge, selling certai: erty located at 160 West Joe Orr Road, 
Chicago Heights, Illinois -he Property) to Dominick's Finer Foods 
set side and that the Property be made the 


Of a properly noticed judicial sale. 
In the early part of March 1976 I became interested 


4 


in the possible acquisition by me of the Property. During March 
976, I began to negotiate with Jeffrey Finkel, whom I understood 


in charge of real estate of Interstate Department Stores gen 
erally and the gentleman with whom I should negotiate with respect 


to the purchase of the Property. 


y ; y 


It was not. until later that I learned that the 
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EXHIBIT A 


AGREEMENT made thiscl Oday of , 1976 by and 


between JOSEPH R. CROWLEY and HERBERT B. SIEGEL, as Trustees 
of Illinois Topps Realty Corp, a corporation in proceedings 
for reorganization under Chapter xX of the Bankruptcy Act in 
the United States District Court for the Southern District of 
New York under File Nos. 74B614-802, inclusive, and not indi- 
vidually ("Seller") and JOHN HANCOCK ("Buyer"). 
Wii t NES S ET sk 

1. Sale, Definitions 

Len Seller agrees to sell, assign, convey and 
transfer to Buyer and Buyer agrees to purchase from Seller 
the real property described in Schedule 1.2(b) for the 


price and on the terms hereafter stated. 


1.2 For purposes of this contract, unless the con- 
text shall otherwise indicate, the terms set forth below shall 


be defined as follows: 


(a) The woi:ds "District Court" shall mean the 

United States District Court of the Southern District of New 
York. 

(b) The words “Premises” shall mean the land 

described in Schedule 1.2b attached hereto, and the Improve~ 


ments located thereon. 


{c) The word "Closing' shall mean the 
consummation of the transactions referred tc in this con- 
tract which shall not occur ver to entry of the Final 
Order, but in no event later than June 1, 1976, at the 
office of Chicago Title and Trust Company, 111 West 


Washington Street, Chicago, Illinois. 
| 


| 


(d) The word "Buyer" shali include an 
assignee as provided in 12. 
| 

| 
| (e) The words "Final Order" shall mean 
an Order ‘issued by the District Court having jurisdiction 
over the proceedings for the reorganization of the Seller 
(nos. 74B614-802, inclusive) after notice by the means 
and to the parties designated by the District Court and a 
public hearing before the District Court and with respect 


to which the time to appeal or further to appeal has 


expired and which grants to Seller the 


legal authority to enter into and to observe, fulfill and 
perform all of the terms and conditions of this contract 
and the Option Agreement. 

(£) The word "Improvements" shall mean the 
buildings, structures and other facilities on the Premises, 


together with all right, title and interest of the Seller 


in the fixtures installed and used in connection with the 


operation of the building and structures on the Premises 
and the personal property described in Schedule 1.2f. 

(g) The word "Seller" shall include Messrs. 
Crowley and Siegel as Trustees of the corporations in pro- 
ceedings for reorganization of Corporations bearing File 
Numbers 74B614-802 in the District Court, as well as where 
the context so requires, those corporations. 

(h) The words "Marketable Title” shall mean 
good and marketable title to the Premises free and clear of 
all liens, encumbrances, agreements, restructions and 
burdens, except for Permitted Encumbrances. 

(i) The words "Digas License Agreement" 
shall mean the license agreement dated July 17, 1973 
between Topps of Chicago Heights, Inc., as Licensor and 


Digas Company of Delaware, as Licensee. 


(j) The words "Escrow Agreement" shall mean 
the Escrow Agreement dated , 1976 among Seller, 
Buyer and Chicago Title and Trust Company as Escrow Agent 
("Escrow Agent"). A copy of the Escrow Agreement is 


attached hereto and marked Exhibit 1.23. 


(k) The word "Mortgage" shall mean the mortgage 


dated November 1, 1961 from Bonobest Development Corporation to 
the Massachusetts Mutual Life Insurance Company and recorded as 
document 18363477 in the Office of the Recorder, Cook County, 
Illinois and on which there is $203,358.43 outstanding on- - 
March 1, 1976, together with accrued interest. 

(1) The term “Collateral Security Documents” 
Shall mean assignments of rent, security agreements, financing 
Statements or other documents granting additional security or 
powers to the holder of the Mortgage. 

(m) The term “Permitted Encumbrances” shall 
mean the matters, exceptions and state of faccs affecting title 
to the Premises, as listed below: 

(1) All liens for fiscal 19°75 or the current 
or future fiscal periods for unpaid real estate and personal 
property taxes, vault charges, assessments, water and sewer 
charges and rents, subject to adjustment under 6.4 and 8.5. 

{2) All violations of law or governmental or- 


dinances, orders or requirements, noted or issued by any govern- 
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mental office, department or authority having jurisdiction 
("governmental authorities"), but which as of the date 


hereof were not noted or issued by any governmental authority. 


(3) All present and future zoning and building 
laws, ordinances, codes, restrictions and regulations of all 


governmental authorities and zoning variances and special ex- 


ceptions, if any, and all present or future violations thereof. 


“ (4) Any state of facts (including but not 


limited to changes in the line or the alignment of any street) 


a current survey of the Premises, or a physical inspection 
thereof, would disclose, including, without limitation, all 
encroachments and projections of the Improvements upon or over 
streets or adjacent premises and all encroachments and projec- 
tions on or over the Premises. 

(5) Consents by any present or former owner of 
any of the Assets or any part thereof for the erection or main- 
tenance of any structure or structures on, under or over any 
abutting street or streets. 

(6) All rights, easements and agreements, 
whether or not of re ord, for the erection and/or maintenance 
of water, gas, electric, telephone, sewer or other utility pipe 


lines, poles, wires, conduits or other like facilities, and ap- 


purtenances thereto, over, across and under the Premises. 
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(7) Possible lack of or revocable nature of 
the right, if any, to maintain or use any Space, facilities 
or appurtenances outside the boundaries of a property or the 
building lines, whether on, Over or under the ground, includ- 
ing, without limitation, all vaults, marquees, signs and side- 
walk openings. 

(8) Possible easements over oF failure of 
title to that part, if any, of any property lying in or under 
the bed of any street, road or highway, open or proposed, on, 
in from of or adjoining the premises as such street, road or 
highway is presently or was formerly laid out, or is shown on 
any filed map. 

(9) The Mortgage. 

(10) The Digas License Agreement. 


(11) Covenants and restrictions in deed dated 


April 28, 1961 and recorded May 3, 1961 as document 18152214 


that premises in question should not be used for a retail 
super market grocery business provided this prohibition shall 
not apply to a department store with food department nor a 
delicatessen not excess of 10,000 square feet. 

(12) Easement for telephone and electric ser- 


vice, together with right of access to the Premises as created 
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by Grant to Commonwealth Edison Company and the Illinois Bell 


Telephone Company recorded August 17, 1961 as document 18250078. 

(13) Easement for a sanitary sewer over the North 
15 feet of the South 60 feet as shown on the plat dated April 1, 
1960 known as C 1337 and plat dated May 11, 1961 known as D 852 
of the Mulford Engineering Service of Chicago Heights, and refer- 
red to in agreement between Chicago Title and Trust Company as 
trust No. 35881 to Bonobest Development Corporation dated August 
10, 1961 and recorded August 22, 1961 as document 18254389. 

(14) . Easement for an 8 inch sanitary sewer line 
dated December 1, 1961 and recorded February 23, 1962 as docu- 
ment 18408598 made by Bonobest Development Corporation to the 
Kroger Company. 

(15) Easement for telephone and electric service, 
together with right of access to the Premises as created by 
Grant to Commonwealth Edison Company and Illinois Bell Tele- 
phone Company recorded September 13, 1962 as document 18589611. 

(16) Party walls on East and West lines of the 
Premises. 

(17) Agreement dated April 15, 1971 between Seller 


and The Kroger Co, as amended by letter dated May 20, i371. 
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2. Purchase Prices 
2.1 The purchase price for the Premises is 

$650,000.00 to be paid as follows: 
(a) $45,000.00 in cash on the signing 
of this contract, payable as follows (i) $10,000 to Seller 


and (ii) $35,000 to the Escrow Agent, to be held pursuant 


to the Escrow Agreement. 


(Db) $401,661.57 at Closing in cash; 

(c) $203,358.43 by tixing subject to but 
in no way assuming the Mortgage provided, however, that if any 
principal payments, including a prepayment in whole or in part 
of the Mortgage,be made by the Seller,those principal payments, 
together with all costs incurred in making those payments, 
including but not limited to all prepayment penalties, shall 


be added to the amount in (b) to be paid in cash. 


2.2 All closing cash payments shall be made 
by certified or official bank check drawn on or by a New York 


Clearinghouse member bank and payable to Seller. 


3. Covenants 
3.1 Buyer agrees, as tot lows: 

(a) To pay all taxes, and charges in 
the nature of or in lieu of taxes, and filing and record- 
ing fees arising out of this contract or the Escrow Agree-. 
ment, or the sale, assignment or transfer of the Premises, 
Or the delivery, filing or recording of the deed, assign- 
ments of lease or other instruments of conveyance or trans- 
fer and to indemnify and hold the Seller harmless thore- 
from. 

{b) Buyer agrees for a period of three 
years following the Closing to make available to the 


Seller for inspection and copying at reasonable timés upon 


reasonable advance request all records of the Seller celiv- 


ered to tuyer in connection with the Closing. 
3.2 The parties agree, as follows: 
(a) All certiorari proceedings pending on 
the Closing with respect to the Premises for the reduction of 
the tax assessment for years prior to the current fiscal tax 
year may, at the Seller's election, be continued by the 
Seller and the Seller shall have the right to make any set‘':lement 


thereof without Buyer's approval and shall be entitled to retain all 


savings and refunds obtained therefrom. Buyer acknowledges 


that proceedings before the Board of Appeals of Cook County 


have resulted in a reduction in the assessed valuation of the 
Property in accordance with the letter dated March 9, 1976 

from Max Earl Sherman, Esq., 100 N. LaSalle Street, Chicago, 
Illinois ("Sherman"), a copy of which is attached hereto and 
marked Exhibit°3.2. The net amount of any reduction in the 
real estate taxes for the current fiscal tax year (and any 
prior tax year on account of which payments are made in the 
current year), whether by way of refund, credit or other sav- 
ings, shall be apportioned between the Seller and Buyer, after 
the payment of attorneys' fees, experts' fees and other dis- 
bursements, in the same manner as provided in 8.4; provided 
however that Seller's liability for the legal fees and disburse- 
ments of Sherman shall not exceed, and Seller agrees to pay to 
Sherman, 25% of the tax savings received by Seller on account 
of the proceedings concluded by Sherman and Buyer agrees to pay 
and hereby indemnifies and holds Seller harmless against the 
balance of legal fees and disbursements payable to Sherman pur- 
suant to Exhibit 3.2. 

(b) Any dispute arising out of or in connection 
with this contract or the making hereof shall be submitted by 
the parties for resolution to the District Court. Buyer agrees 
he will not, and waives all right to, file a lis pendens in 


connection with any dispute hereunder. Following the Closing, 


Buyer shall have no right of rescission for any representation, 


agreement or promise of the Seller surviving the Closing. 


(c) Seller and Buyer shall use their best ef- 
forts to perform with reasonable dispatch the acts to be done 
by each of them to satisfy the conditions precedent to the 
Closing. 

(a) At any time and from time to time after 
the Closing, each party hereto shall execute, acknowledge and 
deliver, or cause to be executed, acknowledged and delivered, 
such additional inuiseenee er documents and shall take or 
cause to be taken such further action as the party may rea- 
sonably request to evidence and effectuate the transactions 


contemplated under this contract. 


4. Conditions Precedent 
4.1 As conditions precedent to Buyer's obligation to 
purchase the Premises, and to perform its other obligations 


under this contract: 


(a) The Final Order shall have been obtained. 
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(b) No event described in 5 or 6 which 


would permit Buyer to elect to terminate this contract 
Shall have occurred. 
(c) All of the documents to be delivered by 
the Seller pursuant to 7 shall be delivered. 
(d) The licensee under the Digas License 
Agreement shall have waived its right, if any, to termi- 
nate the Digas License Agreement or require the licensor 
under that agreement to purchase any of the licensee's 
property by reason of the closing of the store operated by 
Topps of Chicago Heights, Inc. on the Premises or the ter- 
mination of the lease between Illinois Topps Realty Corp., 
lessor, and Topps of Chicago Heights, Inc., lessee, provi- 
ded that Buyer shall have agreed to the reasonable satis- 
faction of such licenseeto recognize such licensee as his 
tenant. 
4.2 As conditions precedent to Seller's obliga- 
tion to transfer the Premises: 
(a) The Final Order shall have been ob- 
tained. 
(b) Buyer shall have duly tendered the pay- 
ments and the instruments described in 2, 3 and ’. 
(c) The licensee under the Digas License 
Agreement shall have waived its right, if any, to 
terminate the Digas License Agreement or require 
the licensor under that agreement to purchase any 
of the licensee's property by reason of the 


closing of the store operated by Topps of Chicago 
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Heights, Inc. on the Premises or the termination 


of the lease between Illinois Topps Realty Corp., 
lessor, and Topps of Chicago Heights, Inc., les- 
see, provided that Buyer shall have agreed to the 
reasonable satisfaction of such licensee to 
recognize such licensee as his tenant. 
§. Title and Title Insurance 
5.1 Buyer, at its sole cost, shall make application 
promptly after tite date hereof to a title insurance company 
for its commitment to Buyer to issue upon the payment of its 
regular premium an ALTA Standard Form B, 1970 revision, title 
insurance policy insuring the Buyer's Marketable Title to 
Premises in the amount being paid therefor as specified in 2 
of this contract, subject only to Permitted Encumbrances. 
Buyer shall notify the Seller as promptly as possible and in 
any event at least fifteen (15) days prior to the Closing of 
any exceptions, defects or objections which Buyer claims are 
not Permitted Encumbrances. Failure to give such notice shall 
not, however, constitute a waiver of any such exception, de- 


fect or objection. 


5.2 If at Closing the Seller is unable to convey to 
Buyer title to the Premises subject to and in accordance with 
the provisions of this contract or is unable to fulfill any 
condition to Buyer's obligations under this contract, the Sel- 
ler snall be entitled, upon written notice deliverec to Buyer 
at or prior to the Closing, to reasonable adjournments of the 


Closing date one or more times, for not exceeding 69 days in 


a 
the aggregate, to enable the Seller to convey such title or 
fulfill any such condition under this contract. If the Seller 
does not so elect to adjourn the Closing, or if at the ad- 
journed date the Seller is unable to convey title subject to 
and in accordance with the provisions of this contract, then 
either (i) Buyer may terminate this contract by written notice 
delivered at or prior to the date fixed for eens BP provided 
in 1.2(c) hereof, or the adjourned date, as the case hay be, 
whereupo. this contract shall terminate and neither party shall 
have any obligations of any nature to the other hereunder or by 


reason hereof, except that the provisions of 3.2(b), 10, 14, 


18 and 22 hereof shall survive such termination and the Seller 


shall pay the amount paid under 2.1 (a) to Buyer, or (ii) Buyer 

may elect, as permitted by 5.3 hereof, to take such title as 

the Seller is able to convey. The failure of Buyer to give 

the Seller notice of termination as provided in subdivision (i) 

above shall be deemed an electrion by Puyer to take such title 

as the Seller is able to convey, and, in such event, the Closing 

date shall be automatically adjourned for a period (or additional 
period, as the case may be) of fiteen (15) days. If the Seller elect 


to adjourn the Closing as provided above, this contract shall not 
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be deemed to require Seller to take or bring any oe 
proceeding or any other steps to remove any defects in or 
objection to title or to fulfill any such condition of the 
performance of this cortract or to expend any moneys therefor, 
and, in the event Seller elects not to take any such steps, 
Buyer shall not have any right of action against Seller in law 


or in equity, for damages or specific performance. 


5.3 Buyer at any time may accept such title as Sel- 
ler can convey, without reduction of the purchase price or any 
creait or allowance on account thereof or any claim against Seller. 
The acceptance of the closing documents by Buyer shall be deemed 
to be full performance of, and discharge of, every agreement 


and obligation on the part of Seller to be performed hereunder 


as a condition precedent to Buyer's obligations. 


5.4 Each party shall deliver to the other party 
or to Buyer's title insurance company such duly executed and 
acknowledged or verified certificates, affidavits and other 
documents respecting the power and authority to perform the 
obligations hereunder and as to the due authorization thereof 
by appropriate corporate, partnership or other proceeding and 


as to the authority of the officer, partner or other represen- 
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tatives acting for it at the Closing, as counsel for the other 


party or Buyer's title insurance company may reasonably request. 


5.5 If the Premises shall, at the time of Clos- 

ing be subject to any liens such as for judgments or transfer, 
inheritance, estate, franchise, license or other similar taxes 
Or any encumbrances or other title exceptions which would be 
grounds for Buyer to reject title hereunder, the same shall not 
be deemed an objection to title provided that, at the time of 
Closing, Buyer's title insurer will issue or bind itself to is- 
sue a policy which will insure Buyer against collection there- 
of from or enforcement thereof against the Premises, (i) for a 
premium computed at regular rates, or (ii) for a premium in excess 
of the premium computed at regular rates, provided Seller shall 

pay the amount of such excess attributable to such insurance 


against collection from or enforcement against the Premises. If 


request is made within a reasonable time prior to the date of 


Closing, Buyer agrees to provide at the Closing separate certified 


or official bank checks, as requested, aggregating the amount of 
the cash to be paid to the Seller at the date, to facilitate the 
satisfaction of any of such liens or other defects, and the 
existence of any thereof shall not be deemed defects in or objec- 
tions to title if Seller shall deliver at the Closing instruments, 
in recordable form, sufficient to satisfy the same, together 


with the cost of recording or filing thereof. 
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5.6 The expenses of the examination of title and 


a survey of the Premises shall not be liens on the Premises. 


6. Casualty ana Condemnation 
6.1 The risk of any loss by fire or other casualty 
or by the taking of the Premises or any part thereof by emi- 


nent domain shall be assumed solely by Seller until Closing, 


provided, however, that in the event of damage to or destruc- 


tion of not more than 5% of the Improvements or the taking of 
not more than 5% of the Premises, this contract shall remain 
in force, and, subject to the rights of the holder of the 
Mortgage, +t Seller shall pay over to Buyer the amount of 

the insurance proceeds collected or condemnation award allowed 
to the extent not applied to the restoration or repair of the 
Premises or, if any proceeds or award has not been collected, 
Seller shall assign to Buyer all its right, title and interest 


in and to the same. 


6.2 If more than 5% of the Improvements on the Pre~- 
mises shall be damaged by fire or other casualty and shall not 


be substantially restored or repaired by Closing, or if more 
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than -« of the Premises shall be taken by eminent domain, then 
Buyer may, at its option, (i) terminate this contract with 
respect to the Premises so damaged or taken or (ii) elect to 
proceed as provided in 6.1 with respect to damage to not more 
than 5% of the Improvements or a taking of not more than 5% of 
those Premises. Upon termination pursuant to the preceding 
sentence, the obligations of each party to the other shall 
terminate except’ that the*provisions ef 3.2th), 16,.4%) 29 


and 22 shall survive ‘and Seller shall pay the amount paid 


under 2.1(a) to Buyer. 


6.3 If any event described in 6 shall occur, the pro- 
visions of 6 shall control, and the Uniform Vendor and Purchaser 


Act or similar laws shall not be applicable. 


7. Closing Documents 
7.1 Seller shall deliver the following at Closing 


subject to and in accordance with this ccntract: 


(a) A deed to the Premises, conveying Market- 
able Title to Buyer. The deed shall be a bargain and sale 
deed without covenant against grantors acts, OF similar form, 


executed in form for recording and shall recite the fuli pur- 
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chase price. The Seller, at its option, may omit from the deed 
the recital of any or all of the Permitted Encumbrances, but 
she Premises shall nevertheless be deemed to have been trans- 
ferred subject to the same and the provisions of this sentence 
shall survive delivery of the deed. 

(b) The Real Estate Transfer Declaration as 
required by the tilandda Department of Revenue. 

(c) An assignment, without representation, war- 


ranty or recourse of all right, title and interest of the 


Seller as licensor under the Digas License Agreement, together 


with such correspondence and other records, if any, pertaining 
to that agreement which Seller has available. 
(d) A currently dated letter or certificate 
from the holder of the Mortgage with respect thereto, ex- 
ecuted by a‘ duly authorized officer thereof, stating that there 
have been no amendments or modifications thereof, the amoun 
of the unpaid principal balance secured thereunder which shall wet 
exceed the sum of $203,358.43, the date of maturity thereol, 
the last date to which interest thereunder shll have been 
paid, the amount of any deposits being held by such holder 


thereunder, and the items comprising such deposits 
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and to the best knowledge of such holder, such mortgage is not 
in default and no event or condition has occurred which with 
notice or lapse of time or both would constitute such a de- 
fault. 

The letter or certificate of the holder of the 
mortgage shall consent to the termination of the lease between 
Iilinois Topps Realty Corp., Lessor and Topps of Chicago 
Heights, Inc., lessee and to the release of the guarantor of 
that lease and shali release the lessee and guarantor from all 
liabilities and claims arising out of the lease and guaranty 


thereof. 


(f£) All original documents and writings re- 


lating to the continuing ownership and Operation of the Pre- 


mises including certificates of occupancy. 


7.2 Buyer shall deliver the following at Closing 
Subject to and in accordance with this contract: 
(a) The payments described in 2 and 3 of this 
contract. 
(6) Assumptions of all of the licensor's 
obligations under the Digas License Agreement from and 


after the date of Closing, and agreements to indemnify and 
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hold harmless the Seller from all claims, losses, liabilities 
and expenses, including attorneys' fees, arising out of Buyer's 


failure to perform or comply with any such obligations. 


8. Adjustments 


At Closing, the following adjustments on the basis of 
a l2-month year - 30 day month shall be made between the par- 


ties. 


8.1 Rents (including tax escalation) under the Digas 
License Agreement when, as and if collected, subject to the 


following: 


The payments collected on account of the fixed 


rent shall be successively applied to the payment of (1) rents 
due and payable in the month in which the Closing occurs, (2) 
rents due and payable in the months succeeding the month in 
which the Closing occurs, up to and including the month in 
which payment is made, and (3) rents due and payable in the 
months preceding the month in which the Closing occurs, if any. 
Percentage lease rents shall be adjusted as of the Closing on 
the basis of the fiscal period under the percentage rental pro- 
vision in the Digas License Agreement and shall be payaole by 


Buyer when finally ascertained and received by Buyer. Rents 
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attributabie to all tax and license fee payments shall be ap- 


portioned as of the closing of title, Subject to the provisions 


in 8.4 and 8.5, and shall be applied to satisfy in full the payment 
obligations of the tenant in the order in which those obliga- 
tions become payable. Buyer shall cause aii bilis fof per= 
centage rental, tax and license fee payments for the periods 

prior to and including the Closing to be promptly delivered. 
Seller may enforce collection of rents (including percentage 
rental and tax escalation payments) for periods prior to the 
Closing by appropriate judicial proceedings (other than sum- 

mary proceedings; and Buyer shall cooperate in such collec- 


tion but without cost to it. 


| 
} 


8.2 Interest on the Mortgage. 


i 


8.3 Premiums on transferable insurance policies, 


or renewals, in effect or as extended at Closing. 


8.4 Real estate taxes (and any special assessments, 
water and sewer taxes or other charges payable in the same 
manner aS real estate taxes). If the Closing shall occur be- 
fore the tax rate is fixed, apportionment of real estate taxes 
shall be upon the basis of the tax rate for the next preced- 
ing year applied to the latest assessed valuation. If the 
Closing shall occur before final bills for fiscal 1975 have 
been issued to Seller, apportionment of real estate taxes 
shall be upon the besis of the 1975 or: latest prior tax rate 


applied to the latest assessed valuation as set forth in bi- 


hibit 3.2. 


8.5 Personal property taxes. 

Except as herein expressly otherwise provided, the 
“Customs in Respect to Title Closings" adopted by the Real 
Estate Board of New York, Inc., shall apply to the above ap- 


portionments. 


9, Representations; Condition of Property 
9.1 Buyer acknowledges that: 


(a) He is fully familiar and satisfied with 
the condition and repair of the Premises, the value, income, 
expenses and operation thereof and the uses which may be 
made of the Premises or any other matter with respect there- 
to, including, without limitation, the Digas ticense Agree- 
ment; 

(bj) He has inspected, or caused to be in- 
spected, the Premises and has independently investigated, 
analyzed and appraised the value and the profitability there- 
of; 

(c) Except as expressly set forth in this 
contract, neither Seller nor any agent or representative of 


Seller has made, and Seller is not liable for or bound in any 


Manner by, any express or implied warranties, guarantees, 


promises, statement, inducements, representations or informa- 


tion pertaining to the Premises, or any part thereof, the 


physical condition, income, expenses or operation thereof, 

the uses which can be made of the same or any other matter or 
thing with respect thereto, including, without limitation, any 
leases, and that without limiting the foregoing, except as 
expressly set forth in this contract, Seller is not liable for 
Or bound by (and Buyer has not relied upon) any verbal or writ- 


ten statements, representations, real estate brokers' "set-ups" 


Or any other information respecting the Premises furnished by 


the Seller or any broker, employee, agent, consultant or other 


person representing or purportedly representing the Seller. 


(d) No responsibility has been assumed by 
Seller as to the condition or repair of the Premises or the 
value thereof or as to any other fact or condition which has 
or might affect the Premises or the condition, repair, value, 


expense of operation or income potentials thereof. 


9-2 Buyer, by acceptance of the closing documents, 
Shall accept the Premises in the condition in which they are 
at the time of the execution of this contract, Ordinary wear 


and teer excepted. 


10. Brokerage 
The parties hereto represent that no broker 
has been involved with the negotiations of this contract and 


the purchase of the Premises pursuant hereto and tha: no broker 


is entitled to a commission in connection with this transaction. 


41. Buyer's Default 


In the event Buyer shall default in the perfornm- 
ance of Buyer's obligations under this contract, Seller may 
retain all sums paid by Buyer under 2.1 as liquidated damages 
or have recourse to such rights, relief and remedies as may be 


available at law or in equity. 


12. Assignments 

No assignment hereof by Buyer shall be valid 
unless a duplicate original thereof containing an assumption 
by the assignee or assignees, in form satisfactory to the 
Seller, shall be delivered to the Seller. No assignment snail 
relieve Buyer from performance of the obligations undertaxen 


by Buyer under this contract. 


13. Notices 

All notices, requests, consents and other communica- 
tions required or permitted to be delivered hereunder shall be 
in writing and shall be delivered by Registered or Certified 
Mail, postage ana registration or certification charges prepaid 
as follows: 
To Buyer at: : Mr. John Hancock 


3100 Bernice Road 
Lansing, Illinois 60438 


and, to the Seller c/o Samuel W. Ingram, Jr., Esq. 
or any member there- Shea Gould Climenko Kramer & “asey 
of ats 330 Madison Avenue 

New York, New York 10017 


Any party hereto may, from time to time, designate any other 


address to which such notice, request, consent or other con- 


munication addressed to it shall be sent. All such communi- 


cations shall be effective on delivery. 


bes Expenses 


Whether or not the transactions contemplated under 
this contract are consummated, each party hereto shall pay his 
Own expenses incident to the preparation and performance of 


this contract, including, without limitation, attorneys' fees. 


15. Survival of Agreements 


All covenants, agreements, representations and war- 
ranties made herein shall survive the execution and delivery 
of this contract and the consummation of the transactions 


contemplated herein. 


16. Entire Agreement 


This contract (including all schedules annexed here- 
to) contains the entire agreement between the parties with 
respect to the subject matter hereof and supersedes all prior 
understandings, if any, with respect thereto. This contract 
may not be modified, changed, supplemented or terminatedd, 
nor may any obligations hereunder be waived, except by writ- 
ten instrument signed by the party to be charged or by his 


agent duly authorized in writing or as otherwise expressly 


permitted herein. The parties do not intend to confer any 


benefit hereunder on any person, firm or corporation other 


than the parties hereto. 
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17. Waivers; Extensions 

No waiver of any breach of any agreement or provi- 
Sion herein contained shall be deemed a waiver of anes preced- 
ing or succeeding breach thereof or of any other agreement or 
provision herein contained. No extension of time for perfor- 
mance of any obligations or acts shall be deemed an extension 


of the time for performance of any other obligations or acts. 


18. No Recording 


The parties each agree that neither this contract 


nor any memorandum or notice thereof shall be recorded. 


19. Counterparts; Captions 


This contract may be executed in counterparts, each 


of wnich Shall be deemed an original. The captions are for 


convenience of reference only and shall not affect the con- 


struction to be given any of the provisions hereof. 


20. Pronouns; Joint and Several Liability 


Al? pronouns and any variations thereof shall be 


feminine or neuter, Singular 


deemed to refer to the masculine, 


or plural, as the identity of the parties may require. If tii 


Buyer consists of two or more parties, the liability of such 


parties shall be jcint end several. 


BEST GOPY AVAILABLE 


21. Claims 

Whenever any party shall learn through the filing 
of a claim or the commencement of a proceeding or otherwise 
of the existence of any liability for which another party is 
or may be responsible under this contract, such party shall 
notify the other party promptly and furnish such copies of 
documents (and make originals thereof available) and such other 
information as such party may have which may be used or useful 
in the detense of such claims and shall afford said other party 
full opportunity to defend the same in the name of any party 
and shall generally cooperate with the other party in the 


Gefense of any such claim. 


22. No Personal Liability of Trustees 


It is expressly agreed that the obligations of 

Seller under or with respect to this contract do not consti- 
tute personal obligations of the Trustees or any of them and 
shall not involve any claim against, or liability on the part 
of, any of them and that Buyer will look solely to the as- 
sets of Illinois Topps Realty Corp. in respect of any claim 
under or with respect to this contract and will not seek re- 
course against the Trustees cr any of them or any of their 


personal assets. 
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IN WITNESS WHEREOF, the parties have duly executed 


this contract as cof the day and year first above written. 


Josepn R. Crowley 


Herbert 8. Siegel 


as Trustees of Iilinois 
Topps Realty Corp. a 
corporation in proceed- 
ings for reorganization 
under Chapter X of the 
Bankruptcy Act in the 
United States District 
Court for the Southern 
District of New York 
under File Nos. 
74B614-802, inclusive, 
and not individually. 


‘a L222 y ae 


7 - 
ii « gee 2 a 
MA et at ae 


Ves John Hancock 
on 
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Schedule 1.2(») 


That part of Lot 'B' in North side division being a Subdivi- 
sion of the South 700 feet of the North 740 feet of that 
part of the South half of Section 17, Township 35 North, 
Range 14 East of the Third Principal Meridian lying West of 
Westerly right of way line of Chicago Road (also known as 
Chicago Vincennes Road) and lying East of Easterly right of 
way of Dixie Highway. Beginning at a point 10 feet South 
of the North line of said Lot 'B' and 400 feet East of the 
North East cornér of Lot ‘A' in North Side. Division of a- 
foresaid East along a line 10 feet South cf and parallel 

to North line of said Lot 'B' a distance of 596 feet thence 
South on a line perpendicular to last described line a 
distance of 490 feet thence West on a line parallel with 
North line of said Lot 'B' a distance of 596 feet to a 
point 400 feet East of East line of said Lot ‘A’ extended 
South thence North to point of beginning, in Cook County, 
Illinois. 
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Personal Property 


Any conveyors, accessories and spare parts for same located 
on the premises at 160 JOE ORR ROAD, CHICAGO HFIGHTS, ILLI- 
NOIS, together with all heating, plumbing and electrical 
appliances, if any, located thereon, without warranty or 
representation, express or implied. 


Schedule 1.2£ 


Pg LAW OFFICES 


Sot 1. DVORKIN 


Sulre 23:0 


Max Ear? SuiRMAN adlesgicien cat ss cere eile 
CHICAGO, ILLINOIS BC0BC2 


FRanmuinm 22-1407 


Mh, i] 1976 


March 9, 1976 


Me. RH. Js loizei 

Interstate Staes 

Tax Department 

111 Eighth Avenue 

New York City, New York 10011 


RE: 1975 Quadrennial Assessment 
160 Joe Orr Road, Chicago Heights, Ill. 


Dear Nick: 


Pursuant to the order of bankruptcy court on 
December 11, 1975, we proceeded with a com- 
plaint before the Cook County Board of Ap- 
peals relative to the tax assessment for 
1975 on your Store No. 88 in Chicago Heights, 
Illinois. 


The assessment for 1975 was $490,054.00. As 

a result of a hearing on the complaint, a re- 
duction was obtained in the assessed valuation 
as indicated below, and I am enclosing herewith 
an efficial notice of the Board of Appeals of 
the reduction. 


Original Revised Decrease 


Assessment 490,054 272,003 218,051 


Applying the present equalization factor of 1.4453 
and the tax rate of $9.121 per $100.00 of assessed 
valuation, results in a tax savings of $28,744.74 
for each of the years 1975, 1976, 1977 and 1978. 


In January you received a first installment bill 
which was predicated on the old 1974 assessed 
valuation. As-J incicated by my letter of 
January 29, 1°76, this was an estimate 
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March 9, 1976 


Mrs We ds Lotesi 
Interstate Stores 
Tax Department 


RE: 1975 Quadrennial Assessment 
160 Joe Orr Road, Chicago Heights, Ill. 


co enable the*County Treasurer to obtain money 
in advance against the total 1975 bill. The 
second installment would have been based upon 
the assessment of $490,054.00 if a complaint 
had not been filed. As it now stands, you will 
receive a bill for the second installment 

based upon the revised assessment of $272,003.00 
and you will receive credit for the amount 

paid on the first installment against the tota 
taxes for 1975, based upon the revised assess- 
ment. 


I am enclosing herewith a statement setting 
forth the fees due, pursuant to the order of 
bankrup=cy court confirming our arrangement. 

{ have, however, indicated that this fee should 
be spread over the four years of the.quadren- 
nial. The purpose in doing this is because 
there is a potential that the Assessor may 
change the assessment in any one of the quad- 
rennial years. Therefore, we will continue to 
follow this matter and to make the appropriate 
complaints and take the appropriate action, 
land revise the statement of fees whenever and 
-i£ ever such action becomes necessary. 


MES:ck 
Enclosure 


cc: Joel I. Papernik 
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MAX EARL SHERMAN & SOL |. DVORKIN 
100 NORTH LA GALLE BTRECT 


CHICAGO. ILLINOIS 60602 


March 7. 1976 FRANKLIN 2°1487 


erstate Department Stores 
hinois Topps Realty Corp. 
h Cighth Avenue 
York City, New York 10011 
een en 


—————— ne 


Br Professional Services Rendered RE: Proceedings before Board of Tax 

_ Appeals with reference to the 1975: 
Quadrennial Assessment for the peiod 
1975, 1976, 1977 and 1978 for the pro- 
perty located at 160 Joe Orr Road in 
Chicago Heights, Illinois. 


volume 13, Perm. Index No. 32-17-302-025 


Fees based upon 25% of tax savings for 
each of said years (1975, 1976, 1977 & 
1978) $28,744.74 


Said fees payable as follows: 
Due presently $7,166.19 
Due Merch 1, '77 7,186.19 
Due March 1, '78 7,186.18 
Due March 1, ‘79 7,186.18 


@ 


"A lawyers tina and advics are his shock in a Hi 
- clincola - 


Fd 


° di 
Hi f “SEMROM Sy 


ae 
/ 


V# tae ape” 
SEYMOUT ZABRAN 
Commissioner Corrvissioxer 


ANY v4. SEMROW SE teu 


COMMISSIONER : COmMISSIONES 


BoarD oF APPEALS OF COOK COUNTY RECEIVED 


ROOM 601 COUNTY BUILDING 
wat 11 We 
TELEPHONE 44) - 5942 a 4 Io/0 


CHICAGO, ILLINOIS 60602 


TAX DEPT. 


WOTICE OF REDUCTION IN 


2 


Complaint No. ie Ps uf ‘ 
> — 
Vol. / 4 Permanent Index No. 2 Pe ms 7 “ 4 gd mS = A pe 


Dear Complainant: 

Harry H. Semrow and Seymour Zaban, Corsmissiorers of the Board of Appeals 
of Cook County, are pleased to inform you that as a result of the hearing 
on your complaint they have cirectec the Assessor to reduce your assessed 
valuation as follows: 


a 
Assessor's 1975— Reduced 19705 - 
sae 4 a 2 yy ee Be Z : a 2 oe > 
Assessed Valuation f uf Assessed Vaiuation,“~ 22 
The corrected Assessed Valuation will be equalized by the Illinois 


Department of Local Government Affairs, as provided by law. 


Very truly yours, 


~~; 


ak. : 
eK OL 


[477 
/ WARE. SEMROW 
Commissioner , 


+ ee me ee a 


SEYMOUR ZABAN 


HARRY tl. SEMROW Z 
ER MEMBER 


MEMD 


BOARD OF APPEALS OF COOK COUNTY 


ROOM 601, COUNTY BUILDING 
TELEPHONE 443-5542 


CHICAGO, ILLINOIS 60502 


NOTICE OF REDUCTION IN ASSESSED VALUATION 


Complaint No. LLZ hfe , 
2 -) “) AO 
Vol. ae ae Permanent Index No. ‘dat ~/ Zn i Kho SS. : 


Dear Compl sinant: “<— 


Horry H. Semrow and Seymour Zobon, Members of the Board of Appeais | 
of Cook County, are pleased to inform you that as a result of the hearing on 
your complaint they have directed the Assessor to reduce your assessed ‘ 
valuation es follows: 


. SP ae “ ie 
Assessor s 1975 ALO a Reduced cublleg IFIAA2 
Assessed Valuation ae & Assessed Valuation XLX ODF 
The corrected Assessed Valuation will be equalized by tie lilinois Depart- 
ment of Lecal Government Affairs, as provided by law. 


—- 


Very truly yours, 
LL 


Me. - = a : -.. | 


HARRY H. SEMROW ' SEYMOUR ZAGAN 
MEMDER es «6 HEMBER 


B.A. NOTICE #REA2-3 i ' 


- ne a a 


alte a A Tee 


nnn nn aed 
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Dominick’s Designation of Record on Appeal 
Dated 6/21/76 


UNTDLTED 54 : 
SOUTHERN i21S' 


2s, INC., formerly 
‘ DEPARTMENT 


me ee wee ee ee ee ae ee ee ee ee he te es ee ae a a ae 


The appellee, Dominick's Finer Foods 
Golenbock and Bareli, hereby desiqnates the fol! 
papers for inclusion in the record on appeal: 
si Exhizit to Order dated May 24, 
being the executed Contract of 
1976, between Dominick's Finer 
purchaser, and Joseph R. Crowley and Herber 
as trustees of Illinois Topps Realty 


Seller. 


Notice of Settlement, dated May 18, 


from wh.ch appellant John E. Hancock 


All papers submitted and to be subm: 
application of appellant John E. Hanc 

June 26, 1976, for a temporary restr 

for an order vecating the order appe 

an order renoticing the sale of the reel prop 
which is the subject of the appeal. 

Dated: New York, New York 
June 21, 1976 


GOLENBOCK AND BARELL 


i) 
a. 
/ 


G. Silverman 
A Member of the Fir? 
Attorneys for Appellee 
Dominick's Finer Foods, Inc. 
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HONORABLE JOHN M. CANHNELLA 
United States District Judge 
United Statcs Courthouse 
Foley Square 

New York, New York 10007 


SFCURITIES AND EXCHANGE COMMISSION 
26 Federal Plaza 
New York, New York 10007 


MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY 
1295 State Street 
Springfield, Mass. OLLEL 

Attn: Warren R. Wise, Esq. 


KRAUSE, HIRSCH & GROSS 
Attorneys for John E. Hancock 
41 East 42nd Street 

New York, New York 10016 


SEYMOUR FAGAN, ESQ. 

Fagan, Klugman, Monroe & Edell 
9171 Wilshire Boulevard 

Beverly Hills, California 90216 


SHEA GOULD CLIMENKO KRAMER & CASEY 
Attorneys for Trustees 

330 Madison Avenue 

New York, New York 10017 


ROGERS HOGE & HILLS* 

Attorneys for AMF Incorporated 
90 Park Avenue 

New York, New York 10016 


*® Service of these papers upon the attorneys for AMF 
Incorporated is without prejudice to the position of 
appellee Dominick's Finer Foods, Inc. that AMF Incorporate 
has no standing to be heard on this appeal. 


) ) 
ée2a 


STATE OF NEW YORK ) 


: Se ce op Se 
COUNTY OF NEW YORK 3} 
“anald Lewitt , being duly sworn, deposes and says: | am not a party to the 


action, am over eighteen vears of age, and am employed by Golenbock and Barell, 


~-unider penaltyiof_perivcy states. L awan atiorme,atlawadmitred . 
te. practice. in. the. State of New York and_am saweiated. with Golenbock and Barell, 


attorneys of record for ‘ ‘ . ; f herein. 
; iS ' . i eRe a eS 
: On | , IL served the within 
2 q 1% 
; upon ; : ees ee ee 
attorney(s) for in this action, at 


' ! 
and upen 


ae 3 a set or 


t 1 
’ . ° 
tad 
, 
es 
t 
1 ‘ tee ) 
4d sss) a HM vita 

the address(es) designated by said attorneys) for that purpose, 

by depositing (a) truc coply)(ies) of same enclosed in (a) postpaid properly addressed wrapper(s) 

in a (post_atfice) (an official depository) under the exclusive care and custody of the United 

States post office department within the State of New York. 

Dated: ‘PEELE ‘ Te) A Sea MR NR arene +(Attorcneys.AnLaw) (Employee) 

py ; t's Sa 
Sworn to before me, this 
~~ day of vulhe << ew 
TRERESE M. POWELL 
Notary Public, State «‘ New York 
No. 31.3147775 
Qualified in New York County 
Cimiaiuaoon Expires March 30, 1977 


.%, 
" 


Bris 
ana 
her 
EEGs 
counse 


Foley 


Bankrup 


STATES 


filed 
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Notice of Motion of AMF Incorporated Dated 6/21/76 


COURT 
YORK 


DISTRICT 


Nicw 


Dis? 


INC. |; Formerly 
DEPARTMENT 


ale, 


Debtors. 


TARE NOTICE that uo 


10, 1976, and th 


$s, and the affidavit 


1976, anne 


day of 4st 


Suppo1t of Motion to Set 


herewith on behalf of 2 


ersigned will, ont 


in the forenoon, or 


se heard, at Roo. 236, 


, New York, New York, 


loin in the moti 


ting aside the order 


sale of certain 


Pinest Foods inc., 


said sale did not comply 


foaqether auch 


with 


may avec 


dated 


proper 


on 


REORGANIZATION 


74 B. 614-802 
Inclusive 


Nos. 


NOTICE OF MOTION 


~X 


pon the order 


e€ application 


of John E. Hancock 


SWOTrn 


xed theretv, and upon the 


Aside Order of Sale served 


Incorporated, a creditoi 


he 28th June at 


day of 


as scon thereafte: 


United States Courthouse, 


before Hon. Edward J. Ryan, 


Of John EB... Hancock (‘ror 


On 


May 17, 19:76, 


con 


ty of the debtors 


ground thet the 


Bankruptcy Rule 


and further relicf 


as 


under the ci reumstances. 


LOULG ».( CUcy 


ROGERS HIOGE ‘gs HILLS 
p Incorpar 


Attorneys Tor AM! 


aN melt, 


} 
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Affidavit of Gilbert E. Rotkin, Esq. Dated 6/21/76 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In re 
REORGANIZATION 


INTERSTATE STORES, INC., formerly 
Known as INTERSTATE DEPARTMENT ‘ 
STORES, INC.,. FE ala, Nos. 74 B 614-802 


Inclusive 
Debtors. 


AFFIDAVIT 


STATE OF NEW YORK ) 


COUNTY OF NEW YORK) 


GILBERT E. ROTKIN, being duly sworn, deposes and says: 


1. I am an associate in the firm of Shea 
Climenko Kramer & Casey, attorneys for the Trustees 
and make this affidavit in connection with the application 
of John E. Hancock to vacate the May 24, 1976 order of this 
Court authorizing the sale of property in Chicago Heights, 


Illinois to Dominick's Finer Foods, Inc. 


2. The hearing on this Court's approval of the 
mentioned sale was held on Monday, May 17, 1976. No later than 
Wednesday, May 12, I spoke on the phone with John Kaveny, Esq., 
attorney for Mr. Hancock, and told him that another party 

* 

(Dominick's) had expressed an interest in purchasing the property 
and that they might come into court and that Hancock might lose 
the property if a higher bid was made. Kaveny said to me, in 
effect, that if the other party bid se much as one dollar more 
then they (Hancock) would withdraw. I responded that the con- 


tract was binding on Hancock as well as on the Trustees, subject 


to court approval. Again on Friday, May 14, Kaveny repeated that 


BEST COPY AVAILABLE 


| his client would withdraw if there was a one dollar higher 


and this was repeated again in the presence of Lester 


| immediately before the hearing on the morning of May 


Dudbet . ? Cth: 


Gilbert B=. Rotkin 


| Sworn to before me this 
2(* day of June, 1976 


PETER DY STERGIC® 
Notary Public, Siege ai New Yorg 
No. 4531707 
Qualified in New Yoru County 
Commission Expires March JO, yy 


gher 


+ 


hi 


es 


6 


~ 
7 


{epo0s 


SOnHNeECT 


Ph 


4 
Bs 


t 
K 
thi 
tn 


fanco 
17 
Court if 


I 


Ps 


1ay 
n 
Nh 


F 
r? 
Vv 
2 


oo] 
N 
7 
g 
a 
‘ame 
wu 
o 
wk 
= 
hie 
ad 
» 
be 
& 
v 
eae, 
me 
i] 
> 
a 
= 
€ 
— 


E. 
The hearing on 
M 


with Mr. 
ne 


EFFREY 
Monday 
ne 


2. 


d on 
attor 


eid 


. 


interested 
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3. During the course of negotiations with 


advised him that 


| during the prior months, 


necessary, but that I didnot believe court 
|| problem unless some one else bid a higher price. 


to before me this 


Sworn 
day of June, 1976 
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ry order attacked by the instant application. ‘The 
haim tS pure nons ic, THA 4 irt which ha entered } 
$40 order in these comp] re mization px or , and 
is fully familiar With thei: vanity » ha Irely taken 
notice of the facts thit- 

a) These Proceedinyis involve 189 debtor 

Bb)“ They: are appr ¥ 2,000 creditor? w) 
have asserted 1ggregate laims of ex 285 
million; 

Cc) Assets of the dcbtor have been continuou 
liquidated in numerous sal 3 and transactior 
over the two years since the btor filed 
their Chapter’ x petitions; 

da) Land and buildings held for sale as of Decem} 
1975 were carried at $20 million; and as « f M 
2, 1975 were carried at about 8.9 million. 

OP) ENG F688) 008 price hid’ bid eh SMCS. 
the] erty represented in amount qua] 
eevee Of the totat a BOF the 
pepters o6 May 2.397% 

These facts appear in 'S tomprehensive Report t¢ 
District Court, to the Bankruptcy Judge and 


dated December 5, 1975 


"B", and in the financial report 


4, 1976 for the period ending May 


6. It would be grotesquely 
Said circumstances, to require th 
but one empty store by given to 9 
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EXHIBIT A 
r- 

AGREEMENT made this )7 day of ™M aw + 1976 by and 
between JOSEPH R. CROWLEY and HERBERT B. SIEGEL, as Trustees 
of Illinois Topps Realty Corp, a corporation in proceeding 
for reorganization under Chapter X of the Bankruptcy Act in 


the United States District Court for the Southern District of 


New York under File Nos. 74B614-80z, inclusive, and not indi- 
vidually ("Seller") and Dominick's Finer Foods;  1nG.;) an 


Illinois corporation ("Buyer") . 


Pi 


WigUN Bs Ss ET Es 


: Il. Sale, Definitions 
1.1 Seller agrees to sell, assign, convey and 
transfer to Buyer and Buyer agrees to purchase from Seller 


the real property described in Schedule 1.2(b) for the 


1.2 For purposes of this contract, unless the con- 


-& ot, = % ee i ae eee aye el eek ae P r } Sepa, See > } 
text shall otherwise halcate, the terms set forth below. Shall 


be efined <¢ follows: 

(a) mne Words “istriekt Caure! ial] the 
United States District Court of the Southern District of New 
LOCK, 

(b) The wot Preml Wd t 
described in Sch i) 1, 2} Ct neg ICE Ee LO, ! c fi 


¢ ? = ee > =e ¢ ei a ~ + 4 eh 4 ae ya ~~ + e979 ~~} 
mation of the transactions referred to in this contract which 
e 
. ~ 497° _ aA 3 er Lae 14 + P , 
shall occur on a day designated by ller or its counsel, 
Cho Rawnid Climnn:> gc Cae y a Tok ot ie Te ver riey 
Shea Gould Climen Kr « Casey in a notice to Buyer Jive! 
5 , Polen 
concurrently th delivery of a copy of the Final rde! 1ich 
3 } 7 7 } nT . 5 f + 
é >! > ats aad } mn ¢hea rf Tiny ey ’ ‘ ;. 
date shail not be eariier than the LoOth cay ines in earlie: 
oe ee a ee — 3 ee , ae Hee ie ee ‘i + a — lator 
qgate Snail be aggre eu att WE cae ep = Sb,” Che Pd ie nor C2 
ars +h THe I : 1 } 7 - — a. 7 “ - ra 
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legal authority to enter into and to observe, fulfill 
perform all of the terms and conditions of this cont 
and the Option Agreement. 
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("governmental authorities"), 
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laws, 


ordinances, 


department or authority having jurisdiction 
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not noted or issued by any governmental authority. 
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of the Mulford Engineering Service of 
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trust No. 35881 to Bonobest Developme 
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Escrow Pericd that Buyer's title insurance company 
prepared to issue its insurance policy pursuant 
of because Seller is unable to convey to | 
Premises in accordance with and subject to this 
the Escrow Agent shall pay the Escrow Fund to 
to 5.2 of this Agreement. 
The parties authorize 

creating any obligation on the 

this 


the event 446 Agreement or the 


in litigation, to deposit with > Clerk of the Court 


such litigation is pending the 


the Escrow Agent shall be fully relieved 

further responsibility hereunder. 

“Agent is hereby authorized, in the event it is threatened 
litigation, to interplead all 

of competent jurisdictio: 

Court the Escrow and, thereupon, the Escrow Agen 


oe 


be fully relieved and discharged of any further responsibility 
hereunder. 

The Escrow Agent shall not be liable 
mistake of fact or error of judgment or any acts or omi 
of any kind unless caused by its wilfull misconduc 
neglig2once. The Escrow Ac: nt shall be entitled to rely on 


instrument or signature believed by it to be genuine and 


assume that any person purporting to give any writing, 
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3. Covenants 
3.1 Buyer agrees, as follows: 
(a) To pay all taxes, and 
‘the nature of or in lieu of taxes, 1d filing and 
ing fees arising out of this contract or 
ment, or 


sap ie 


Filing or recor 


ments of lease or other instrum 


fer 


Seller for inspectio 
reasonable advance request all 
ered to Buyer in connection with 
3.2 The parties agree, as follows: 
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year may, at the Seller's electio be continued by 


Seller and the Seller shall have the right to make 
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Buyer shall have no right of rescission for any representation, 


agreement or promise of the Seller surviving the Closing. 


Ce) Seller and Buyer shall use their best ef- 
forts to perform with reasonable dispatch the acts to be done 
by each of them to satisfy the conditions precedent to the 
Closing. 

(d) At any time and from time to time after 
the Closing, each party hereto shall execute, acknowledge and 
deliver, or cause to be executed, acknowledged and delivered, 
such additional instruments or documents and shall take or 
cause to be taken such further action as the party may rea- 


sonably request to evidence and effectuate the transactions 


contemplated under this contract. 


4. Conditions Precedent 
Cd 
4.1 As conditions precedent to Buyer's coligation to 
purchase the Premises, and to perform its other obligatiozs 


under this contract: 


(a) The Final Order shall have been obtained. 
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the condition and 
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10. Brokerage 
The parties hereto represent that no broker 


has been involved with the negotiations of this contract and 


ll. Buyer's Default 


In the event Buyer shall default in the perform- 
3 ance of Buyer's obligations under this contract, Seller may 
retain all sums paid by Buyer under 2.1 as liquidated damages 


or have recourse to such rights, relief and remedies as may be 


available at law or in equity. 


12. Assignments 

No assignment hereof by Buyer shall be valid 
unless a duplicate original thereof Containing an assumption 
by the assignee or assianees, in form satisfactory to the 
Seller, shall be delivered tc the Seller. No assignment shall 
relieve Buyer from performance cf the obligations undertaken 


by Buyer under this contract. 
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14. Expenses 
ES 


Whether or not the transactions contemplated 


this contract are consummated, each party hereto shall 


own expenses incident to the preparation and per formanc 
this contract, including, without limitation, attorney 


15. Survival of Aqreements 


All covenants, agreements, representations anc 


& 


ranties made herein shall survive the execution and de 


of this contract and the consummation of the transactions 


contemplated herein. 


L6G. Entire Aqreemen 


This contract (including all schedules annex 


to) contains the entire agreement between the parties 
respect to the subject matter hereof and supersedes al 


understandings, if any, with respect thereto. This co 


may not be modified, changed, supplemented or terminat 
nor may any obligations hereunder be waived, except by 
ten instrument signed by the party to be charged or by 
agent duly authorized in writing or as otherwise expre 
permitted herein. The parties do not intend to confer 


benefit hereunder on any person, firm or corporation o 


than the parties hereto. 
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21. Claims 

Whenever dny party shall learn through the filing 
of a claim or the commencement of a proceeding or otherwise 
of the existence of any liability for which 
or may be responsible under this contrac 
notify the other party promptly and furnis 
documents (and make originals thereof available) 
information as such party may have which may be used 

such claims and shall afcord said other 
same in the name 


yperate with the other party in the 


It is expressly agreed that the obligations of 


Seller under or with respect to this contract do not consti- 
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tute personal obligations of the Trustees or 


Shall not involve any claim against, or liabili 

of; any of them and that Buyer j loo} lel: he as- 
sets of Illinois Topps Realty Corp. in respect of any claim 
under or with respect to this contract and will not seek re- 
course against the Trustees or any of them or any of their 


-ersonal assets. 
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EXHIBIT 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In re 
REORGANIZATION 


INTERSTATE STOR 


known aS INTERS1 : DF [IMENT 
STORES, INC.,; & Nos. 74 B 614- 
: Inclusive 


REPORT OF JOSEPH R. CROWLEY, INDEPENDENT TRU 
AND NOTICE PURSUANT TO SECTION 167(5) and 
CHAPTER X OF THE BANKRUPTCY ACT 


SHEA GOULD CLIMENKO KRAMER & CASEY 
Attorneys for Trustees 
330 Madison Avenue 
New York, New York 10017 
(212) 661-3200 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In re 
REORGANIZATION 
INTERSTATE STORES, INC., formerly 


Known as INTERSTATE DEPARTMENT : 
STORES; INCL, @f ali, Nos. 74 B 614-802, 
: Inclusive 
Debtors. 
—-_— ee eee ey a ane a a oe | Re 


INDEPENDENT TRUSTEE'S REPORT AND NOTICE 
URSUANT TO SECTION 167(5) and (6) of 
CHAPTER X OF THE BANKRUPTCY ACT 


Notice to Creditors and Stockholders: 

On or before March 1, 1976, creditors and stock- 
holders of the above-captioned debtors may submit to the 
undersigned Independent Trustee sugcestions for the formula- 
tion of a plan or plans of reorganization or proposals in 
the form of a plan or plans of reorganization. 

Attached hereto is a report of the Independent 
Trustee which it is hoped will give creditors and stock- 
holders and other interested parties the information needed 


to make such suggestions. Any suggestions or proposals 


should be mailed or delivered to Joseph R. Crowley, Trustee, 


Interstate Stores, Inc., lll Eighth Avenue, New York, 


York 10011, with a copy to Shea Gould Climenko Kramer 


Casey, Attorneys for the Trustees, 330 Madison Avenue, 


York, New York 10Gi7. 


Dated: December 15, 1975 


JOSEPH R. CROWLEY 


Independent Trustee 


SHEA GOULD CLIMENKO KRAMER & CASEY 
330 Madison Avenue 
New York, New York 10017 


Attorneys for the Trustees 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In re 
REORGANIZATION 
INTERSTATE S 
known aS INTERSTATE DEPARTMENT : 
STORES, INC., 6t-al.,; Nos. 74 B 614-802, 
: Inclusive 


TORES, INC., formerly 
ERSTE 


Debtors. 


Report of Joseph R. Crowley, Independent Trustee 
‘in Reorganization of the Debtors Pursuant to Section 167(5) 


of the Bankruptcy Act. 


To the Honorable John M. Cannella, 
United States District Judge, Honorable 
Edward J. Ryan, Bankruptcy Judge, 

and the Creditors, Shareholders, 
Indenture Trustees, Securities and 
Exchange Commission and other per- 


s0ns interested in the Debtors. 


INTRODUCTION 
This report is submitted pursuant to Section 167(5) 


of Chapter X of the Bankruptcy Act, Chapter X Rule 10-208 and 


the order dated June 13, 1974 of the United States District 
Court for the Southern District of New York (the "Court" ) 


for the purpose of furnishing the Court and all interested 


parties with information as to the results of the investiga- 


tion conducted on behalf of the Trustee concerning the debtors' 


Properties, liabilities and financial condition, the opera- 
tion of their business and the desirability of the continuance 


thereof. 


On May 22, 1974, the debtors, Interstate Stores, 
Inc. ("“Interstate")* and its 188 Subdsidiary corporations, 
commenced this proceeding (the “proceeding") by filing peti- 
tions with the Court for an arrangement under Section 322 
of Chapter XI of the Bankruptcy Act, and on such date an 
erder was signed authorizing the debtors to continue in 
possession and to operate and manage their business. The 
Court also ordered that the Proceeding for all the debtors 
be consolidated for procedural purposes only. On such date, 
the Court authorized the retention of S.D. Leidesdorf & Co. 
as accountants for the debtors-in-possession. Soon thereafter 


applications were made by four of the major bank creditors 


*~ The term "Interstate" shall refer to the debtor Interstate 


Stores, Inc., a Delaware corporation, and, sometimes, to 
the business conducted by Interstate and its consolidated 
subsidiaries. 


lees 


mm 9 et a 
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of the debtors and by another party to dismiss the Chapter 
XI proceeding unless the debtors amended their petiticns to 
comply with the provisions under Chapter X of the Bankruptcy 
Act. On June 13, 1974 the debtors themselves petitioned the 
Court to transfer the proceeding to Chapter X, and on such 
date the Court approved the petition, and appointed Joseph 


R. Crowley, the Independent Trustee, and Herbert B. Siegel, 


the Additional Trustee, and authorized the Trustees to operate 


and manage the business of the debtors.* 


On June 18, 1974 the Court authorized the Trustees 
to retain the law firm of Shea Gould Climenko Kramer & Casey 
under a general retainer. S.D. Leidesdorf & Co. continued 
to render services to the debtors in accordance with the 
aforementioned order of May 22, 1974 particularly in connec- 
tion with their examination of the financial statements of 
the debtors for the fiscal year ended February 3, 1974) and 
preparation of such financial statements for the debtors' 
annual report for such year on Form 10-K. These financial 
Statements and annual report were completed and filed with 


the Securities and Exchange Commission in September 1974. 


*” The term “Trustee” shall refer to Joseph R. Crowley 


the Independent Trustee, and the term "Trustees" shall 
refer to both the Trusiee and to Herbert B. Siegel, 
the Additional Trustee. 


Thereafter, the Trustees deemed it advisable to 
retain a new firm Of independent auditors to assist in the 
Conduct of an investigation required under Section 167 of 
the Bankruptcy Act, ‘to conduct an examination of the finan- 
Cial statements of the debtors for the fiscal year ended 
February 2, 1975 and to perform other ic On November 
12, 1974 the Court authorized the Trustees to retain the 


firm of Touche Ross & Co. for Such purposes, 


Appearances in the reorganization Proceedin 
were filed by the Securities ang Exchange Commission, 
counsel for the institutional Creditors, counsel for the 
Indenture Trustees, counsel for unofficial Creditors' 
committees, counsel for the S0-called "Bondholders Pro- 
tective Committee," counsel for a number of other Creditors, 
and other interested Parties. Such Persons have been ad- 
vised of al} Significant applications made Oy the Trustees 


in the Proceeding 


x] PERIOD - 1928 to 1958. 


Interstate* Was founded in 1928 as a Delaware 


COrpcration for the Purpose of acquiring the stock of com- 


panies Operating 23 department Stores, During the period 


Cage ; Bice 
4ne corporation was Organized under the name "Inter 
Department Stores, Inc." and its name was changed ¢t 
"Interstate Stores, Inc." in 4970, 


tate 


through 1958 it grew from a chain of 23 conventional depart- 
ment stores to a highpoint of 52 stores in 1947, declining 

to 47 stores in 1958. Gross revenues during this 30-year 
period increased from $21 million in 1928 to $66 million in 
1958. However, in the 10-year period from 1948 to 1958 sales 
remained fairly constant, ranging between $60 and $68 million, 
and net income after taxes during this period fluctuated be- 
tween $1 and $2 million. In retrospect, the year 1958 marked 
an end of one era and the beginning of another. It was the 
last year before Interstate "went discount." It was also a 
year of disappointing results of operations; income after 
taxes declined to $645,000 from $1,040,000 the previous year. 
Cash dividends were reduced from $2.50 per share to $.92-1/2 - 


the first reduction in dividends in Interstate's history. At 


fiscal year end January 31, 1959, Interstate had 325,608 shares 


issued and outstanding and its shares were listed on the New 


York Stock Exchange. 


Interstate's conventional department stores were 
primarily located in the Eastern and Mid-Western states. The 
stores were operated under different names in different loca- 
tions and often were the leading retail stores in the com- 
munity. The stores were full-line department stores offering 


a broad variety of usually brand name merchandise. The stores 


were mostly located in the downtown shopping areas. 
ing in the 1950's was characterized by the relative decline 
in importance in downtown stores as a result of the migration 
to the suburbs. Interstate began closing margin 
modernizing and remodeling key stores that still 
dominant in their communities, and in some instance: 
suburban branches. 
THE DISCOUNT YEARS - THE PERIOD OF DRAMATIC GROWTH - 

39 €6 1966 

During this ten year period of uninterrupted 

growth, the debtors became one of the country's larger re- 
tailing chains. In the beginning of 1959, the debtors were 


comprised of “7? conventional department stores. Sales for 


the fiscal year then ended were $66 million and net income 


after taxes was $645,000. At the end of fiscal 1968 the 


debtors had grown to 125 stores, sales exceeded $641 million 


and net income after taxes was over 11 million. Although 


2 


Sales eventually reached a peak of over $708 million in 


. & es 


DE i a oan ne 
Men othe ae 


i 


1971 and the number of stores increased to 175, the 1968 
fiscal year represented the zenith of profitability and 


per formance.* 


LE NR CR Net og, 


*"Interstate’s fiscal year ended at the end of January. 
The term "fiscal year" when used in this Report shall 
refer to the preceding 12 month period, as, for example, 
the year ended January 31, 1969 is the 1968 fiscal year. 


coy 
+d 
2 
°o 
ol 
mM 
4 
oo] 
oe) 
ci) 
E 
3 
i 
Be) 
w 
a] 
5 os 
43 
ov 
a 
8 
Sed 
oe 
Ww 
3 
“s 
~ 
wt 
+2] 
7) 
be 
i) 
& 
©) 
mo 
Cc 
a 
= 
1°] 
pa 
4 
°o 
hed 
v 
= 
a) 


BALES (mriione 


“2 2 “ 6s a6 Uh a 


tose eo "6 


one) 


Met Inceme (m 


A more detailed financial review of this 10-year 


period 1S contained in Exhibit G to this Repor 


rt 
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through the acquisition in April 1959 of the then two exist- 

ing White Front discount stores operating in Los Angeles and | 
Van Nuys, California, for a purchase price of 16,393 shares 

of Interstate Common Stock having a market value of $6 mil- 

lion and $1.15 million in cash. These stores specialized in 
selling brand name major appliances at discount prices. The 
debtors expanded the White Front division by opening their 

Own stores, principally in California, and White Front ex- 

panded to 25 stores at the end of 1968, 22 stores located in 


California and 3 in Washington. The number of White Front 


Q 
ie] 
Ou 
~ 
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Stores ultimately reached 41 in 1972. The stores rang 
size from 40,000 square feet to 160,000 square feet, and 

averaged about 133,000 square feet, including supermarket 
Operations, all in one-story newly built structures. The | 
stores continued to specialize in “hard goods" - major appli- 
ances, television sets and allied lines such as radios, record 


players and household electrics - although the stores also 


sold broad lines of women's and girls' apparel and men's and 


boys' furnishings. The stores also included "leased" depart- 


ments operated under license arrangements with non-affiliated 
persons. These leased departments included principally shoes, 
beauty salons, certain houseware and drug sundries, and in 
certain locations also included food supermarkets and automo- 
tive centers. These leased departments were operated as an 
integral part of the stores and were not separately identifi- 


able by customers. The sales of these leased departments were 


included, although separately reported, in the consolidated 


statements of operations of the debtors, except that in 1970 
the debtors reclassified their financial statements to exclude 
the sales from the food supermarkets. The termination of these 
license arrangements in connection with the closing of the 
White Front stores, as well as the Topps stores, caused the 
licensees to file substantial claims which is discussed else- 
where in this Report under "Liabilities of the Debtors-Conces- 


Sionaire Claims." 


The Topps Stores Division 


The debtors started the Topps discount store divi- 
sion with the acquisition in 1960 of a chain of sight stores 
operating in New England and the Mid-West for a purchase price 


of 20,000 shares of Interstate Common Stock having a market 


value of $7.2 million and $2,778,000 in cash. Through inter- 
nal expansion this chain reached a peak of 75’ stores by 1970. 
The stores remained regionally concentrated in the East and 

the Mid-West and were clustered around major cities, includ- 


al 


ing Chicago, ¢ 


leveland, Columbus, Detroit, Baltimore, Hartford 
and Buffalo. Initially, these stores emphasized “soft lines", 
particularly women's apparel. However, in the late 1960's 


Sales were about evenly divided between “hard" and "soft" lines. 


The Conventional Department Stores Division 


During this 10 year period of dramatic growth in 
the discount field, the conventional department stores divi- 
Sion continued its trend of consolidation. The number of 
stores declined from 47 in 1959 to 31 in 1968. However, 
profits for the remaining group of stores increased from $1.3 
Million to $3.8 million. Nevertheless, it was clear that 
the energies and resources of the debtors were not directed 
to this aspect of their business since only one new suburban 


store was opened during the entire period. 


The Toys Stores Division 
During the latter part of this period the debtors 


expanded into the retail toy store field. In November I96é, 


Interstate acquired the four store Children's Supermart chain 


located in the Washington, D. C. area. Two additional stores 
were opened in the Washington suburbs and two in Los Angeles. 
It was not until March 1969 when Interstate acquired another 
retail toy store organization, the eight store chain of 
Children's Bargain Town, U.S.A., that the toy division began 
its rapid expension. See "Business and Assets of the Debtors” 
elsewhere in this Report, for a discussion of the Toys "R" US 


division. 


FINANCING THE GROW “H 


The debtors were able to finance a pact of their 


expansion with funds generated from earnings. Consolidated 


retained earnings increased from $11.7 million at January Bis 
1959 to $37.1 million at February 2, 1969. Moreover, open 
ing new stores did not require large capital investments. 
Generally, new stores were leased. In those situations where 
the debtocs did have an equity interest in their properties 
it was usually through participating as a 50% stockholder or 
a 50% joint venture partner in entities which acquired pro- 
perties and built stores for lease to the debtors. These 
entities were usually able to obtain 100% mortgage financing. 
Therefore, only a minimum investment in real estate was re- 
quired. As at February 2, 1969, the debtors were participants 


in joint ventures relating to 26 discount stores. At such 


date these entities had net fixed assets of $49.2 million, 
yet the debtors haa investments in and advances to such en- 
tities of only $2.2 mil) 
Opening new stores were 
costs and store fixtures. 
However, with the addition Of 2 

financi 

grown substantially. Inventories at 


January 31, 1959 compared to fiscal year ended February 


1969 increased fr 


assets increased 


assets increased from $26.1 Million to $195.6 million, a 
Obvicusly, additional sources of funds were required. 

These funds were obtained from three sources: 
earnings,bank and institutional borrowings, and debt and 
equity financing. As mentioned above, retained ea 
increased by over $25 million. Borrowings increased more 
substantially. ¢ } uar} 959 

> million 
resented by notes to banks and insurance comranies in 
amount of $4.6 million, and $360,000 of mortgages payable. 
By fiscal year ended February 2, 1969 consolidated long 


term debt had increased to 942.1 milion. (It eventually 
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reached a peak during 1971 of $65.1 million.) The balance 


of the funds were obtained from the public sale of securi- 
ties. The principal financings during this period came 


from the following sources: 


1961 Interstate sold to the public through a subscrip- 
tion offer to its stockholders $5,859,400 of 4 5/8% 
Convertible Subordinated Debentures due April l, 


1981. 


Interstate borrowed $10 million from a group of 
insurance companies evidenced by 5 3/8% notes 


payable through 1983. 


Interstate sold to the public 200,000 shares of 
its Common Stock at $48.25 a share or net pro- 


ceeds of $9.2 million. 


Interstate sold to the public $20 million of 
4% Convertible Subordinated Debentures due 


August 1, 1992.* 


¥Interstate’s last sale of securities to the public 
occurred in 1969 with a sale of 500,000 shares of 
Common Stock at $33 1/8 per share realizing net 
proceeds of $15.6 million. 


During 
Interstate stock m 
$4.9 million of the Original $5 
vertible Subordinated Debentures convert 
into shares of Common Stock, thereby 


S113 
Pau 


Mortgage indebte 
Million at February 2, 
"Off bal 


50% owned 


had long term mortgage debt and short 


gating $49.2 million as at Pebruary 2. 
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Minimum annual rental of real 
to approximately $14.1 million 


real and personal property tax 
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tributory factor to the debtors' ultimate need to resort to 
the protection of the Bankruptcy Act was the ov 


erexpan 


of the discount divisions during the 1960's and the 


ity to operate these divisions profitably 


OPERATIONS OF THE DISCOUNT DIVISION 

Fiscal 1968 was probably the last year of proftit- 
ability for the White Front division and fiscal 1969 was 
the last year of profitability for the Topps Division. See 
Exhibit H to this Report. Although such Exhibit shows that 
White Front made a contribution to profit during fiscal 
1969 and Topps made a contribution to profit during fiscal 
1970, an allocation. of general corporate overhead would 
result in losses. 

In fiscal 1970, the White Front and Topps dis- 
count operations as a whole incurred a loss of approxi- 
mately $5,100,000 before income taxes. The losses from 
these discount operations increased during the subsequent 
fiscal years, and were reported as follows: 


Operating Losses* 
Number of stores in 


Fiscal operation at end Corporate Office Exp 
year of period Included * 


- - (000's omitted) - 
$ 5,100 $ 3,600 
10,500 8, 800 
26,600 23,900 


27,400 23,600 


re ee cdon interest : : ue 

Loss excludes interest expense incurred by the debtors 
in connection with the financing of such operations 
(See Exhibit I to this Report). 


As shown in Exhibit ¢ to this Report, during the 
period from fiscal 1969 to fiscal 1973, sales of the discount 
operations declined. Additionally, the gross margin on sales 
cemained static at the same time operating costs continued 
increase. The debtors appear to have financed the 
operating losses through increased borrowing. Interes 
pense increased from $2,600,000 in 1969 to $8.200.000 in.29:73, 
The interest cost was not totally applicable to the discount 
stores and consequently is not reflected in the operating 
results of these divisions. 

During the five-year period ended January 
payroll costs increased approximately 2.5%, as a 
of sales. Former management have advised the 
much of this increase was attributed to the unionization of 
many stores during this period and that the debtors' pavroll 
costs were generally higher than their competitors a re- 
sult of the unionized staff. Internal studies prepared for 


the seven years ended January 30, 1972 indicate that the dis- 


count divisions' payroll cost exceeded that of their competi- 


tion by approximately 3.3% of sajes. 

Occupancy costs increased approximately 1.6% as 
a percentage of sales during the five-year period ended 
January 28, 1973. This increase resulted primarily from 
the construction of larger stores which were planned for 


higher sales volume. However, these larger facilites 


generally experienced lower sales per square foot than the smaller 
store locations. These larger locations required higher sales 
levels to break even, and these stores never achieved the neces- 
sary sales results to operate successfully. Former management 
have advised the Trustees that many of these larger store loca- 
tions, which were opened in the period 1969-1971, operated at a 
loss from inception, and the charts shown in Exhibit J tend to 


confirm this view. 


FINANCIAL CONDITION 

Return on Equity and Capital 

Interstate's performance exhibited a deteriorating 

trend from a high point in 1969. Exhibit K to this Report, 
which was compiled from Forbes' Magazine "Annual Report on 
American Industry" compares Interstate's return on equity and 
on total capital with other companies. From a strong position 
in 1969 (number 11 of 28 and 191 of 560, respectively), Inter- 
state's position declined in 1972 (number 43 of 47 and 661 of 


750, respectively). 


Sales Performance 


Interstate's sales during the period from 1969 to 


1973 mirrored its performance relative to returns on equity 
and capital. As shown on Exhibit K to this Report, Inter- 
state was number 10 of 28 among the retail companies and 
number 216 of 560 among the general businesses surveyed 


in growth of sales. This position changed by 1972 to num- 


bers 42 of 47 and 663 of 750, respectively. In 1973, Inter- 


State was number 55 of 57 retailers surveyed in growth of 


As shown on Exhibit K to this Report, the debtors' 

\ 
earnings performance compared to other retailers and pubilc 
companies generally followed a similar trend from 1969 when it 
was number 17 of 28 and 260 of 560, respectively, to 1972 when 


it was number 46 of 47 and 715 of 750, respectively. 


Business Ratios and Statistics 
Exhibit L to this Report contains tables of key busi- 
ness ratios and statistics derived from Interstate's financial 
statements. These show a steady deterioration from 1969 to 
1973. Certain of these ratios and statistics are compared to 
composite data of seventeen leading retailers as reported i 
the annual report of “Comparative Financial Data ~- Major De- 
partment Stores And Cther Leading Merchandisers" issued by 
Harris Trust and Savings Bank, Chicago, Illinois. The foi- 
lowing comparisons show that Interstate compared unfavorably 
with the composite of the other retail companies: 
1969 1973 
Concce te Omposite 


Harris Harris 


Study Interstate Study Interstate 


Current ratio 1.99 1,47 a.95 264 
Quick ratio 1.18 s32 1.15 615 


| 


Trade Credit 


Trade payables also constituted an increasing source 


of capital during the period 1969 to 1971 as follows: 


Fiscal Percent of Trade 


year ended Payables to Inventory 
1969 48 


1970 59 
i971 67 


This increase occurred during a period when inven- 


tories were increasing at a greater rate than sales: 


Percentage Chanje 


Fiscal Increase in 


year ended Inventory Sales No. of stores 


1969 25 16 a2 
1970 20 12 19 
1971 4 4 12 


The growth in trade payables and deteriorating 
financial condition was recognized in 1972 when, due to 
the late payment of trade bills, the National Credit Office, 
an important credit agency, withdrew Interstate's recommended 


credit line on December 20, 1972. 


Indebtedness 


Beginning with the year ended January 31, 1971, 


the amount of short-term and long-term borrowing, includ- 


ing mortgage debt, increased significantly. A vor»arison 


of debt as at year end for the six years ended February 3, 


1974, is as follows. 


Fiscal 
a m sisi bt* 
year ended Long-term oaai omnes term debt 
1969 $ 42,145 $ 901 
1970 49,972 7,320 
1971 71,878 1,834 
1972 66,425 19,088 
1973 90,286 aa ae 2 | 


1974 6,091 114,234°* 


¥ The short term debt aS at year end does not reflect the 
Significantly greater amounts of short term bank borrow- 
ings during the course of the years which amounts were 
reduced or paid in full as at the year's end. 


Substantially all debt is classified as current (whether 
Or not payment of the debt has been accelerated by the 
creditors) as a result of Interstate's commencement of 
the proceedings. 


- ————— 
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STORE CLOSING PROGRAM AND CRISES OF 1973 


In December 1972 and early 1973 the debtors decided 
to close substantial numbers of their discount stores. The 
decision called for 21 White Front Stores to be closed effec- 
tive as of January 31, 1973 and 20-25 Topps stores to be closed 
during 1973. Even after this decision, the remaining discount 
stores appear to have been very unprofitable. An examination 
of the viability of the stores planned for continued operations 
shows that the operating results for these "continued" stores 
were Significant losses of approximately $14,000,000 in 1972 
and $27,350,000 in 1973. The timing of the store closing pro- 
gram can be questioned, Since certain stores were incurring 
substantial losses as early as 1970 and no stores were closed 
until the end of 1972. The complete discontinuance of the 
discount business did not take place until 1974. In retro- 
spect, based upon information then available, it é@poears as 
if this decision might have been made at an earlier date. See 
Exhibits H, I and J to this Report. 

When the debtors did begin to implement their store 
closing program, their problems were compounded by other fac- 
tors. The announcement of store closings coupled with the 


@elay in issuing the audited financial’ statements for the 1972 


fiscal year adversely affected the debtors' trade credit. The 


, 


delay was caused by extended negotiations for a revolving 
credit agreement with the debtors' banks. The absence of 
audited financial information and uncertainty regarding the 
banks’ position, caused the debtors to experience signifi- 
cant difficulty in obtaining their customary 
credit terms. This difficulty inevitably contributed to 
poorer sales. The debtors’ difficulties with the trade and 
the poor results of operations occasioned serious concern 
with the debtors' institutional lenders, particularly the 


group of six major banks (the “domestic banks") which fur- 


nished the debtors with their short term credit. The debtors 


had consummated a new revolving credit agreement with the 


domestic banks in December 1972, after repaying the short- 
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term debt then owed to th This agreement 


permitted the debtors to barrow up to $51 million during 1973. 


At January 28, 1973, the fiscal year end, the debtors had 
borrowed $27 million under the credit agreement. Within 
seven weeks, by March 23, 1973, the debtors borrowed the 
remaining $24 million. 

The debtors were barely into fiscal 1973 when it 
became necessary to renegotiate their debt opnligations to 


their institutional lenders: the $51 million revolving 


credit from the domestic banks, a $13 million Eurodollar 
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loan and a $5.75 million loan from insurance companies. It 
appears that the debtors could not finance their losse:; 
associated with the store closing programs and losses from 
continuing discount operations and meet their obligations 

to these institutions. It was also hoped that deferring the 
due dates on certain of these obligations and extending the 
period of time during which certain of these credits could 
be renewed, would restore the confidence of the trade which 
was continuing to wane. On June 13, 1973, an Amendatory 
Credit Agreement became effective dated as of May 14, 1973 
which arranged for the restructuring of the loan agreeme: 3 
with the institutional lenders under which certain repaymeuts 
were deferred and the expiration dates for certain of the 
outstanding credits were extended. The lenders also ob- 
tained as security for the outstanding obligations a pledge 
of all of the outstanding capital stock of all of the sub- 
sidiaries of Interstate. In April 1973 the lenders had al- 
ready obtained a guarantee of such obligations from all of 
the the subsidiaries. No additional funds were advanced 

to the cebtors from these lenders as a result of the Amenda- 
tory Credit Agreement. However, the debt restructuring was 
predicated upon the debtors obtaining an additional $5 mil- 


lion subordinated loan from private investors. In June 1973 
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Interstate privately placed $5 million of Senior Subordinated 
Notes to eleven purchasers, including Sol Cantor, Chairman of 
the Board of Interstate. Meshulum Riklis, the Chairman of 
Rapid-American Corporation purchased $2.5 million of such Notes. 


Management's hopes for improvements in 1973 failed 


to materialize. A decision was made to attempt to convert 
of the remaining 24 White Front stores to substantially leased 
departments, with the debtors retaining for their own use 
the major appliance and television departments. Negotiations 
to accomplish this took place throughout 1973 without success 
Efforts to sell the stores were also unsuccessful. As lat 
as April 1974 the debtors had announced plans to sell the 
maining 15 White Front Stores to a group headed by Walter Craig, 
the president of the discount division, but this) too, was un- 
successful. Also, the debtors were generally unsuccessful in 
obtaining new tenants or otherwise extricating themselves from 
lease obligations on the total of 31 Topps and White Front 
stores closed either in December 1972 or during 1973. The 
° lease obligations aggregating approximately $6, 800,000 on an 
annual basis were a tremendous burden to the debtors 

By Fall of 1973, management's plan contem iplated the 
gradual closing or, hopefully, other disposition of the rem 


ing 24 White Front stc es and approximately 50 Topxs stores by 
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the summer of 1974. Since these stores were operating at a 
loss, closing the stores would not only remove this cash 
drain, but it would made available additional working capital 
otherwise necessary to operate these stores until such time 
as they could be closed in an orderly fashion. The success 
of this plan assumed that sufficient merchandise could be pur- 
chased for both the continuing and discontinuing operations 
and that trade credit would be extended on a hasis resembling 
normal terms. 

in the early Fall of 1973, the debtors Started to 
run out of money. Traditionally, Fall is the time of the 
money crunch because inventories are increased for the Fall 
and Christmas seasons, and, correspondingly, trade obligations 
mount. The debtors had difficulty in meeting their trade 
obligations on time. If any credit with the trade was to 
be salvaged, funds had to be obtained to pay the trade. In 
late September, the debtors secured an additional $@ million 
in short term credit th:ough December 15th from the domestic 


banks in order te pay the trade. Eventually about $6,600,000 


of this $8 million credit was borrowed and repaid in December. 


In December 1973 an apparent solution to the 
debtors’ problems appeared in the person of Meshulm Riklis 


who prep. sed an acquisition by the debtors of certain retail 


Operations of the McCrory Corporation. It was apparently 


contemplated that on the basis of such acquisition all 
debtors’ institutional debt could be refinanced. 


months - from late December through early 


nent of the debtors spent 


nergies exploring this alternative with 


lenders and Mr. Riklis. 

During this time, the only way 
finance their operations was to accelerate 
discount stores and use the cash from invent 


Two Stores were ciosed in December 1973, January 


y ¥ 


and February, thirteen in March, eight in April and 
May. However, tne McCrory deal never materialized. 
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13, 1974 it was announcea that all negotiations with McCrory 
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were terminated. 5 time it was clear that the debtors' 
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DISCONTINUED DISCOUNT DIVISION 
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The enormity of the collapse of the debtors' discount 
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division is perhaps best illustrated by the following char 
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which lists the debtors' White Front and Topps discount stores 


which were closed during the period from December 1972 to mid- 


1974, and the dates each store was closed. 


Anaheim 
Bakersfield 
Canoga Park 
Chula Vista 
Costa Mesa 
Covina 
Downey 
Fresno 
Glendale 

La Mesa 
Long Beach 
Los Angeles 
Los Angeles 
Los Angeles 
Los Angeles 
Newar k 
Oakland 
Ontario 
Pacoima 
Pleasant Hi 
Richmond 
Riverside 
Sacramento 
Sacramento 
Normandy-Im 


White Front 


California 


San Bernardino 
San Carlos 

San Dieao 

San Francisco 
San Jose 

South San Francisco 
Studio City 
Sunnyvale 
Temple City 
Thousand Oaks 
Torrance 
Whittier 


Washington 
Bellevue 
Burien 
Everett 
Seattle 
Tacoma 


Oregon 
‘totes sane nsdn merece at 


Portland 
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Rolling 


Maryland 
Baltimore-Dundalk 
Baltimore-Peering 

Parkway 
Baltimore-Pike 

Park Mall 
Baltimore-Timonium 
Glen Burnie 


Massachusetts 


Fail River 
Springfield 
West Springfield 


Michigan 


Ann Arbor 
Detroit Oak Park 
Detroit-Redford 
Detroit-Southgate 
Detroit-Warren 
Farmington 
Kalamazoo 
Lansing 

Pontiac 

Taylor 

Wayne 


Ohio 


Canton-Stark 
Canton-Whipple Rd 
Cleveland-Maple 
Heights 
Cleveland-Mayfield 
Heights 
Cleveland-North 
Gimsted 
Cleveland-Parma 
Heights 
Tcledo-Reynolds Rd. 
Toledo-Secor Rd. 
Willoughby 


Wisconsin 


Madison 
Kenosha 


CAPITALIZATION 


rstate 18 a publicly owned cor] 


owns all. of th 
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share. Under 
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Stock and as 


8 Rape 


asury share 


have not changed. The holders Common 


vote per share. Upon the liquidation, dis- 


or winding up of Interstate, the holders of Common 


Stock are entitled to share ratably in the assets of Inter- 
state legally available for distribution to stockholders. 

See "Further Procedure in the Reorganization" elsewhere in 
this Report for a brief discussion of the rights of stock- 
holders to any consideration in a plan or reorganization. 

The Common Stock has no redemption or sinking fund provisions 
and is not liable to further calls or assessments. Share- 
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4% Convertible Subordinated Debentures due 1992 


In August - % Interstate sold to the public 48% 


Convertible Subordinated Debentures due August 1, 1992 in 
the aggregate principal amount of $20 million. The proceeds 
were used to finance the debtors' store expansion program. 
The Debentures are registered Debentures without coupons in 
denominations of $1,000 and multiples thereof. Interest pay- 
ments are due semi-annually on eacn February 1 and August 1 
of each year. The last interest payment made was the payment 
due February l, 1974. 

The debentures are redeemable at the option of Inter- 
State, provided that Interstate is not in default as to Senior 
Indebtedness (as defined), on 30 days' notice, at declining 
redemption prices which ranged from 104% of the principal 


amount in 1967 to 100% after August 1, 1987. 
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borrowed or guaranteed by Interstate, 


teed in conrection with the 


€rties not in the ordinar, 


is not Senior Indebtedness. 
Outstanding approximately $71,000,000 


(giving effect to the $3.45 million 


banks at such date), all of which remains outstanding as at 


the date of this Report. 
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4-5/8 Convertible Subordinated Debentures due 1981 


In August 1961, Interstate sold to the public 
its stockholders, 4-5/8% 

Convertible Su ; due August 1, 1981, in 
the aggregate principal amount of $5,849,400. The proceeds 
were used to finance the debtors' store expansion program. 
The Debentures were issued as coupon debentures, register- 
able as to principal only, in denominations of $100, 
and $1,000 and multiples therecf, and as re 
tures without coupons in denominations of 
ples thereof. Interest payments are due semi-annually on 
each February 1 and August 1 of each year. The last inter- 
est payment made on registered debentures was the payment 
due February 1, 1974 and only interest 
able at such date and received prior to May 
paid. 

The Debentures are redeemable at the option of 
Interstate, subject to certain limitations, on 30 days' 
notice, at redemption prices whic’ ranged from 104-5/8% 
of the principal amount in 1961 to 100% after August l, 
1980. 

Tne Indenture pursuant to which the Debentures 


were issued requires Interstate to pay to the Indenture 
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prior to expressed maturity because an event of default existed 
the Indenture, the holders of all Senior Indebtedness at 
outstanding are entitled to receive payment in full 

the Debentures, and in the event 

to inter- 

winding-up 

holders enior | -edness are entitled 
in tali e the holders of ie Debentures 

ceive any payment As a result of such 
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Indentures 

for arrangement is 5 proceeding and the failure to make 

required interest payments However, both The Bank 

Yorn, as Indentt e Trustee under the 4% Convertible Subordinated 

Debentures, and Chase Manhattan Bank, as enture Trustee, and 
States Trust Company of New York, as successor Indenture 

Trustee, under the 4-5/8% Convertible Subordinated Debentures, 


have not exercised their igh to declare the principal of 


all the respective Debentures due and payable immediately. 
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Warrants 

In connection with the sale of the $5 million 
Senior Subordinated Notes, Interstate issued the purchas- 
ers of the Notes warrants to purchase 1,000,000 shares of 
Interstate Common Stock. The warrants are exercisable 
until November 30, 1978 at an initial exercise price of 
$3.00 per share subject to adjustment for anti-dilution 


provisions. 


PRICE RANGE OF INTERSTATE SECURITIES 


Until May 24, 1974, Interstate's Common Stock 
and 4% Convertible Subordinated Debentures were listed 
and traded on the New York Stock Exchange. On that date, 
these securities were suspended from trading and on June 
20, 1974 the securities were delisted and their registration 
on the Exchange was terminated. The 4-5/8% Convertible 
Subordinated Debentures hed traded over-the-counter in a 
limited market. The following information indicaces the 
high and low prices of these securities for the periods 


indicated. 


\ 
Z221a 
Common Stock*® ~ 
Mss AES dee? 8G 
High 4071/2 -38-3/4 «= «0-3/8  49-1/2. Ss 46-1/ 
Low 26-7/8 24-3/4 26 33-7/8 24 
1970 971 1972 1973 974 1975** 
High 28 20 16-1/8 5-3/8 2-7/8 1-5/8 
Low 11-3/8 8-1/8 5-5/8 1 3/16 1/8 
4% Convertible Subordinated Debentures 
1967 1968 1969 1970 1971 1972 
High 102 1/2 120 107 1/2 73 65 1/4 60 
Low 92 95 1/2 68 45 45 3/4 41 3/4 
1973 1974 a975** 
High 47-1/4 27-3/8 15-1/2 
Low 11-7/8 és 5 


¥ The prices prior to February 1968 do not reflect any ad- 
justment for a five ‘or four stock split in February 1968. 


** To December 4, 1975 


Source: Moody's 1975 Industrial Manual and The National 


Quotation Bureau, inc. 
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4 5/8% Convertible Subordinated Debentures 
1965 1966 1967 
High 315 302 
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BUSINESS AND ASSETS OF THE DEBTORS 


The present business of the debtors as conducted 
and managed by the Trustees is the Toys "R" Us division and 


the conventional department stores division. 


TOYS "RUS 

Toys "R" Us is a chain of 52 retail toy supermarts 
located in nine states. The toy division supermarts sell 
children's toys, games, sporting goods, small pools, records 
ana other recreational items, infant and juvenile Furniture, 


infants wear and similar items. Most of these stores ranye 


* "To December 4, 197 oe 


Source: Moody's 1975 liidustrial Manual and The National 


Ouotation BursSau, inc. 


BEST GuPY AVAILABLE 


in size from 30,000 to 50,9000 square feet and are freestanding 
units: buile ‘sance 19555. 
As described under "History of the Debtors - The 
Stores Division” elsewhere in ‘this Report, 
product of two acquisitions by Inters 
and the latter 1969. Commencing in 
cal years ended 26; 1973 
both in number of stores and in 


cal year ended Fe : Toys ." Us continued to 


profitable despite the unstable and deteriorating financial 


condition of Interstate. Although the fiscal year ended 
February 2, 1975 was the division's most profitable year, man- 
agement believes that results were still adversely affected 
by the inability to obtain certain merchandise in the 
half of: the year due to Interstate's financial 
the commencement of the proceeding. Management of Toys 
so believes that its ability to obtain mortgage financ- 

ing - new stores is substantially affected by the reo 
ization proceeding. 

Set forth below are the number of stores and 
mary financial information on the Toys "R" Us division 


the six fiscal years ende: 


Fiscal Year Ended 


2/1/70 1/31/71 1/30/72 1/28/73 


No. of Stores 21 28 45 


Net Sales - Own 
(in millions) 47.0 


Profit Before 


Federal Income Tax 
(in millions)* 


2/3/74 
"No. of Stores 


Net Sales ~- Ow 
(in millions) 


Profit Before 


Federal Income Tax 
{in millions) * 


Financial statements for Toys "R" Us for the fiscal 
year ended February 2, 1975, including a statement of opera- 
tions for the year then ended and a balance she*t as at such 
date, as reported on by Touche Ross & Co., independent certi- 
fied accountants for the Trustees, ure included as Exhibit B 


to this Report, and an unaudited statement of operations for 


* These amounts do not reflect a service charge from the parent 
company actually charged to the Toys "R" Us companies during 
certain of these years and do not reflect any other allocation 
of certain corporate overhead expenses which may be properly 
allocated to Toys *R"“ Us. 


Ontario, C 
La Mesa ' 
Rosemead, 


Cerritos, 
Sunnyvale, f 
Pleasant Hill, Calif. 
Serramonte, Calif. 
Hayward, Calif. 

San Jose, Calif. 
Sacramento, Calif. 
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CONVENTIONAL DEPARTMEN © BLORES 
The conventional department store division consists 
of 15 stores located in seven state: The Gepartment stores 


sell tull lines of apparel and acce:sories, home furnishings 


* The debto:t fias a long-term lease. 


xe This property is owned by a joint venture in which one 
of the debtors has a 50% interest. 


This lease expired in August 1375 and negotiations are 
in progress for a one-year renewal. 
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As shown in the above table, both the size and re-~ 
sults of operation of this division were fairly constant 
through the fiscal year ended February 3, 1974. However, 
the results of operations of the department store division 
for ‘the fiscal y ended February 2, 1975 were materially 
adversely fect the events preceding the commencement 
of this proceeding and by the disriptive effects of the 
early stages of the proceeding. , 1974 the department 

suffered from the credit restrictions imposed by sup- 
pliers to all of the Interstate operations and certain mer- 
chandise was not being sold to the stores. When the debtors 
filed their petition in May 1974, credit virtually ceased and 
a number of important 13 refused to do business on any 
terms. It was not 1e@ end of the summer of 1974 that 
the Trustees were able improve trade relations. By this 
time three of the main selling Seasons ~ Spring, Summer, and 

- were adversely affected by insufficient inventory. 


However, programs to reduce costs and increise profit margins 


were introduced by the Trustees and the department store divi-~ 


Sion essentially broke-even during 1974. 

After the Trustees assumed managerent of the depocors, 
they decided to close ten of the unprofitabie or marginal 
stores, eight of which were closed by the end of the fiscal 


year. An eleventh store was destroyed by fire. Althcugh 
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Type of Square foot End of Initial 


Warehouse Location Interest of Building Term of Lease 
Paducah, Ky. Lease 4,000 December 31, 1975* 
Evansville, Ill. Lease 20,000 October 31, 1977 


Current Assets 

The principal current assets of the debtors are 
cash, inventory and accounts receivable. These assets change 
in the ordinary course of business and are functionally re- 
lated to the current liabilities at any given time. As at 
November 2, 1975 the principal current assets of the debtors 
are as follows: 


Parent Com- 


a EE CREE IN Ut ME 
< 


Depar tment pany and 
Store Discontinued 
Toys "R" Us Division Operations Consolidated 
Current Assets 
Cash and 
* Certificates 
ry of Deposit $23,802,000 S 5,853,000 $8,081,900 $37,736,000 
Accounts 
Receivables: 
Customers - 5,040,000 44,000 5,084,000 
Other (including 
Cash Advances) 216,000 479,000 2,606,090 3,301,000 
Merchandise 
Inventories 52,549,000 11,575,000 - 64,124,000 


¥ Negotiations tor a new location are in progress. 
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See "Liabilities of the Debtors” elsewhere in this 


Report for the principal current liabilities of the debto 


as at. November 2, 2975." (Also, ¢6e Exhibit: F to thi 
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the unaudi 
at November 2, 1975, for a more complete statement of the 


assets of the debtors as at such date. 


Real Property Interests Not Related to the 


Continuing Operations 
eS ee 


The debtors continue to have certain other prope 


Consolidated Balance Sheet of the debtors as 


ce 


rty 


interests, principally in former discount store properties. 


There are five categori 


m 


s of these properties: i @ pal) ap 
store properties which the debt cs sub-leased on a profit 


basis to non-affiliated parties prior to the commencement 


, 


the proceeding; (ii) two 100%-owned store properties which 


the debtors leased to non-affiliated parties on a profitable 


Or break-even basis prior to the commencement of the proc 


ing; (iii) three joint venture interests 
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which were leased to non-affiliated parties on a profitab 
or break-even basis prior or subsequent to the commenceme 
of the proceeding; (iv) six joint venture interests (four 
of which are 50% interests, one is a 65% interest and one 


a 70% interest) in store properties which are vacant; and 
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(v) five 100% owned store properties which are vacant - two 
of which are appraised at a greater value than the mortgage 
indeptedness, one at less than the mortagage indebtedness 

and two without any mortgage indebtedness. The Trustees 

are attempting to dispose of their interests in most of these 
Administration - Liquidating 

The Discount Division and Disposing of Real Estate Claims" 


elsewhere in this Report. 


ADMINISTRATIVE CLAIMS 


abilities Incurred in The Course of Business Since 
May 22,1974, 


The Trustees have been operating the continuing 
Givisions and liquidating the discontinued operations from 
the date the proceeding commenced and they have incurred 
liabilities in the ordinary course. All of such liabilities 
change in the ordinary course of business and since May 22, 
1974 they have been paid by the Trustees in the ordinary 
course. These current liabilities are administrative claims 


entitled to priority status in a plan of reorganization. 
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to use and occupation claims for approximately 41 store loca- 


tions. Since may of these proofs of claim do not properly de- 


nominate or segregate a Seprrate sum for use and occu 


r 
WW 


ation 


as distinct from a claim for damages due to the termination 


of the lease, the Trustees are unable to accurately 


the aggregate amount claimed for use and occupation. 


3. Allowances to the Trustees, and to Counsel and 


Accountants for the Trustees. 


report 


The Bankruptcy Act provides that the Court may gr 


allowances to the Trustees and to their counsel and 


sons for services rendered in the proceeding. Ths 


other 


Court ma 


also grant interim allowances, particularly in extended and 


complicated proccedings such as this proceeding. 


The Independent Trustee has been granted 


an 


allowance of $15,000 for the perjod through November 


The Additional Trustee received an interim allowance 


dent and Chief Executive Officer of Interstate at 
$75,000 per annum through February 2, 1975 and at 


$85,000 since that date. 


S.D. Leidesdorf, certified public accountants, 


ne 


the 


granted allowances of $45,273, primarily for services 
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rendered 


to, and disbursements incurred for, the debtors-in-possession. 


Touche Ross & Co., 
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ified public accountants for t 


ees, were granted allowances in the amount of $489,751 for 


services rendered, and disbursements incurred, through June 25, 
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Shea Gould Climenko Kramer & Casey, general coun 


to the Trustees, have not requested an allowance for their 


sel 


services rendered to the Trustees Since June 1974. However, 


the Trustees have been advised that such firm intends to 


apply to the Court in early 1976 for an interim allowance. 


Numerous special counsel Primarily retained for legal matters 


arising outside New York State have provided services to th 


Trustees and also will be requesting allowances. 


At this time the Trustees cannot reasonably estimat 


the extent of all further interim and final allowances which 


may be granted in the proceeding. 


PRE-PETITION CREDITOR CLAIMS 


Le A aS et ee A tee 


As at October 31, 1975, the Trustees had received 


approximately 9,000 proofs of claim asserting claims against 


the debtors in an aggregate amount of $285,150,830. The 
Pre-petition liabilities of the debtors as recorded on the 
debtors' books and records as at May 21, 1974 (as revised 
as at November 2, 1975) was $148,628,00. The difference 
is due to several factors. 

(1) Damage claims Principally arising from ter- 
mMinating the store leases anj concessionaire agreemen 
~ This is the most significant factor. As at October 
1975, real estate claims for $106,352,532 and conces- 
sionaire elaine for $52,506,330 had been filed. Not 
more than $39 million of such amounts lave been pro- 


vided for on the debtors' books and recerds. 
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(2) Duplicate claims - The most material in- 
stances of duplicate claims appears when both the 
landlord and mortgagee have filed claims with respect 
to the same lease. Other instances include certain 
claims by labor unions on behalf of employees where 
certain of these employees have filed on their own 
behalf. 

(3) Creditors on the debtors' 
who have not filed claims ~ Under the Bankruptcy Act, 
a creditor will be entitled to participate in any 
plan of reorganization even if the creditor has not. 

a proof of claim, provided that its c 
been listed by the Trustees and ie not contin 


or undisputed. As at October 


the accounting personnel of the debtors had completed 


‘ 


the reconciliation with the debtors! books ana 


approximately $265 million of the $28 
the proofs of claim filed. When thi: 
onciliation is complete a determination will be made 


of the creditors and the amount of claims contained 


in this category. 


Since the proceeding commenced, the Trustees and 
their counsel have been continu usly engaged in efforts to 
obtain waivers, settlements, reductions or disallowance of 
claims filed or asserted. Hundreds of these claims have 


been the subject of proceedings in the Bankruptcy Court. 


Many others have been resolved without the necessity of Court 
proceedin most of the Trustees and their counsels 
been focused on the real 
Payable claims. 


reductions i 


of court 


other 


otential real 
were asserted hb filed, were 
Settlements. 


The following are the c 


Claims filed as at ctoper 31, 
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proofs of claim 
Securities, includi debentureholders, 


Institutional Creditors’ Claims 
The amount of these claims, $68,142,231, is essen- 

tially in accord with the debtors' books and records except 

for approximately $470,000, most of which represents a dis- 

pute in the amount of the set-off of the debtors' accounts 

at one of the domestic banks. The amount of the claims of 

the domestic banks reflects credits in the amount of approxi- 

$3.45 million taken for their set-off, 
proceeding commenced, of the debit balance 

Gebtors' accounts a banks. The validity of the set- 

offs has not been determined. The institutional creditors 

also have claimed: (1) a security interest in all of the 

stock of the subsidiaries of Interstate (all of which are 

a in this proceeding) by virtue of a pledge of such 

stock by Interstate in June 1973, and (ii) that each of such 

Subsidiaries are directly liable to the insti “onal credi- 


tors aS a result of guarantees executed ich subsidiaries 


¥ "(continued from page 54). °° 
not to file at that time. However, the IJndenture ustee 
of the 4% Convertible Subordinated Debentures did ile a 
proof of claim on behalf of the debentureholders, and the 
amount of this claim is included above. The indenture Trustee 
3 


of the 4-5/8% Convertible Subordinated Debentures did not 
file a proof of claim, and the principal amount and accrued 
interest on s Debentures as at May 22, 1974 of $445,817 . 
is not included above, although it is a recognized liability 
of the debtors. 


in April 1974 of the debt owed by Interstate to the In- 


stitutional creditors. 


Senior Subordinated Notes 


ene 


The amount of these claims, $4,960,742, 


does not include a recognized liability to a $50,000 
slder who did not file 4 Glaim} is essentially in accord 

with the debtors' books and records except for interest 

calculations of approximately $6400. These Notes are 


Ordinated to payment of principal and interest on the 


debtedness to the institutional creditors. The Notes are 


also sec a pledge of the stock of the subsidiaries 


of Interstate, junior and subordinate, to the aforementioned 


to the institutional creditors. 


recognized liability of 
in dispute. 
are subordinated to payment of principal and 
on the indebtedness to the i i i edi S 


the senior subordinated noteholders. 


Real Estate Claims 


The amount of these claims, 
inflated and, as disc J above 


aggregate of $17,597, 
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Employee Claims 
As at October 31, 1975, 1,758 employee claims 


aggregating $2,732,286 had been filed and all of such claims 


had been reviewed and analyzed by the accounting personnel 

f the debtors. According to the debtors’ books and records, 
679,499 of such claims should be reduced. Also, approximately 
$525,000 of the balance of such claims represent damage claims 
for breach of employment agreements with certain executives, 
and based on information available to the Trustees, a sub- 


stantial portion of the alleged damages have been mitigated 


as a result of the executives obtaining new employment. 


As at October 31, 1975, 318 claims from taxing 
authorities aggregating $5,945,826 had been filed. As at 
such date 271 claims aggregating $5,160,660 had been re- 
viewed and analyzed by the accounting personnel of the 
debtors. Included in the claims analyzed are claims filed 
by the Internal Revenue aggregating $3,107,165. As dis- 
cussed in note 11 to the Consolidated Financial Statements 
of the debtors for the two years ended February 2, 1975 
(Exhibit A to this Report), the Internal Revenue Service 


has proposed a net deficiency in Federal income taxes for 


\ 


the debtors for the seven years ended January 31, 1968 in 
the amount of approximately $3,800,000, giving credit for 
over assessments during these years. Prior to this proce 
ing, the debtors had obtained an oral agreement from the 
Internal Revenue Service to reduce the net deficiency for 
such years to $1,275,097 ($2,229,455 as the agreed upon d 
ficiency less $954,358 as the agreed upon credit for over 


assessments). During the time this settlement was negoti 


at the Appellate Division of the Internal Revenue Service, 


for the year end 


the auditing agent proposed a deficiency 
February 2, 1969 in the amount of $1,036,799. Before any 
action was taken on these deficiencies, this proceeding c 
menced and negotiations with the Internal Revenue Service 
terminated. As a result of this proceeding, the Internal 
Revenue Service is not bound by the proposed settlement. 
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The aforesaid claim filed by the Internal Revenue Se 


ew 
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ran) 


in this proceeding, aggregating $3,107,165, includes clai 
of $ 1,758,584 as a deficiency for the years 1962-1968. 
This figure is based on the amounts agreed upon in the 
settlement discussed above but does not include certain 


other deficiencies agreed upon in the amount of $472,197 


nor does it give credit to the $954,358 agreed upon as the 


Credit for over assessments for these years. The Trustees 
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assume that this is an inadvertent error and that such credit 
will be given assuming that the Internal revenue Service will 
agree with the Trustees to abide by the prior settlement. 
Similarly, the aforementioned $3,107,165 claims filed by the 
Internal Revenue Service include claims of $1,036,799 as the 
proposed deficiency for the year ended February 2, 1969. If 
the same basis for settling the 1962 through 1968 years can 

be applied and obtained for this year, these claims should be 
reduced to approximately $394,647. The remainder of the In- 
ternal Revenue Service claims relate to unpaid payroll taxes. 
Accordingly, the Trustees believe that the aggregate Internal 
Revenue Service claims of $3,107,165 may be reduced by approx 
imately $1,186,481 to a total of $1,920,684, which amount will 
receive a priority status in any plan of reorganization. 

: The accounting personnel of the debtors estimate that 
of the $2,894,060 of tax claims filed by various taxing authori- 
ties other than the InternaL Revenue Service (including both 
claims analyzed and not analyzed as of October 31, 1975), reduc 


tions will approximate $350,000. 


Concessionaire Claims 
Of the $52,506,330 in concessionaire claims, about 


$51 million are claims for loss of income as a result of the 


wh Le 


termination of the concessions and licenses in connection with 
the debtors' store Closing program. Based on a preliminary 
analysis of these claims, the Trustees believe that these 


damage claims will be Substantially reduced. 
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At the time the vroceeding commenced in May 1974, 


there were approximately 200 lawsuits pending against the 


debtors. Substantially all of these lawsuits were either 
actions for goods sold and delivered or for services ren- 


therefor in this proceeding, or were actions for personal 


injury and other tort claims which are covered by insurance. 
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Other lawsuits include actions by licensees for substantial 


by licensees as discussed above under "Concessionairé 
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In connection with Interstate's negotiations with 


the McCrory Corporation in late 1973 and early 1974, discussed 
elsewhere in this Report under "Store Closina Program and 
Crises of 1973", eleven separate actions were commenced, naming 
Interstate and, in certain cases, one or more directors of 


he Interstate, as defendants. Seven of these actions are share- 
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holder derivative actions and Interstate is Only the nominal 
defendant. Four of the actions @also purport to be class 
actions, and request from Interstate and others unSpecified 
damages on behalf of shareholders, 

All of the lawsuits pending at the time the pro- 
ceeding commenced were enjoined from further Prosecution by 
Court orders. A number of persona] injury and tort actions 
have been permitted to Proceed, since the damages sought 
are believed to be covered by insurance, and in most of 
these actions the Plaintiffs have agreed to look only to 
the insurance Proceeds for recovery. 

After the Proceeding commenced two purported class 
actions were filed which named Interstate, its directors and 
certain others as defendants. 

On June 10, i ag ae Purported class action was 
filed by certain debenture holders on behalf of the holders 
Of Interstate's 4% Convertible Subordinated Debentures, 
@eégainst Interstate, its directors, a former director, cer- 
tain of its officers, an indenture trustee, and another in- 
dividual. The complaint alleges fraud and breach of trust 
in connection with the issuance of Interstate's Senior Sub- 


Ordinated Notes as a result of which the lenders thereunder 
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of the complaint. 


spect to the aforementioned class actions 


on has been taken by the plaintiffs therein 


to vrosecute their claims against Interstate except for the 


filing of the complaints, and in most cases Interstate has 


either not appear 


ed nor filed an answer, nor been required 


to do so. Nor have any proofs of claim been filed by or on 


behalf of the plaintiffs in these class actions. Accordingly, 


neither the debtors' nor the Trustees' counsel are able to 


express an opinion on the merits of the actions. 


TAX LOSS CARRYFORWARD 


The Trustecs have been advised that ase of Feb-uary 


2, 1975, the amount of the debtors' tax loss carryforward for 


Federal income tax purposes, based upon the consolidated in- 


come tax returns 


Pebruary 2, 1975, 


of the debtors filed through the years ended 


is approximately $95,000,000. This amount 


will expire during the five year period ended February 2, 1980 
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not settled at the amounts refecred to therein. In addition, 
ghe debtors’ income tax retuins have not been examined by 
the Internal Revenue Service for the years subsequent to 
February 2, 1969, ana the amount of tne tax loss is subject 
to any such examination. 

For financial reporting purposes, the loss carry~ 


forward as at February 2, 1975 is approximately $115,007, 000. 


The principal difference between the amount for financial 


and tax purposes results from the recognition of substantial 


charges for financial accounting purposes applicable to the 
store closing program of the debtors which will result in 
tax deductions in subsequent periods when and if such charges 


are incurred. 
TRUSTEES ' ADMINIST 


The proceeding was converted into a Chapter ¥-pr6- 
ceedin® an ‘stees were appointed on June 13, 1974, 
about three week after the debtors had files for an arrange~ 
ment under Chapter XI and were continued in possession. In 
the short time available to the debtors-in-possession, they 
had attempted to obtain bank credit and to restore the debtors' 
credit position with the trade, but the debtors were not suc~ 


cessful. 


When the Trustees assumed management of the debtors 


they were faced with two main tasks: the first and clearly 


most important was to ensure the Viability and, hopef 
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the profitability of the continuing operations 
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Due to the highly seasonal nature of the business, it was 


essential to convince the trade to honor 


merchandise orders 


for the Fall and Christmas seasons. 


ORAL ALLENNA NS CCNA ELE A CU EAL CEL NOE ATCT IR, ANNI, eR, 
+ omar sane 


While Toys "R" Us does business with hundreds of 
Suppliers, there are a relatively small number of major toy 
vendors which account for a majority of the goods purchased 
by. Toys "RR" Us id the ' stees were able to develop communi- 
cation wit ",€ yend s- These communications confirmed 
that the extension ac jit was dependent on the Trustees 
first obtaining adequ: ssurance that the domestic 
would support the Toys "R" Us Operations, and this me 
Willingness of the domestic banks to extend new credit. On 
the other hand, the domestic banks would commit themselves 
Only if the tra returned with normal credit terms. Through- 
out June and July, 1974 the parties structured and negotiated 
a satisfactory financial and legal arrangement which enabled 
Toys “R" Us to operate in the normal course. 

On August 1, 1974, the Trustees obtained Court 
approval and on August 7, 1974 the Trustees entered into a 
Credit Agreement dated as of July 17, 1974 with the domestic 
banks which provided Toys "R" Us $10 million credit through 
December 14, 1974 and reduced amounts to February 15, 1975. 


Any indebtedness incurred under the Credit Agreement was 


guaranteed by the toy division debtors and by Interstate 


and was secured by a first lien and claim on al] property 


and stock of the toy division debtors, 
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by the commencement of the reorganization proceeding, 


gross revenues exceeded previous years' results, almost each 
store-for-store revenue increased and net earnings before 
taxes, before any parent company service charge or allocation 
of administrative expenses of the Chapter X proceeding, in- 
creased to a record $13 million. For the 39 week period 
ended November 2, Sales on a store-for-store basis have 
increased in excess of 22% over the comparable period last 
year, and the results of operations 

million ahead of last year. Toys "R" Us 


business; historically, substantially all profits have been 


nade in the Christmas seasc See Exhibit B to this Report 
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for the audited financial statements of Toys "R" Us for the 
fiscal year ended February 2, 1975 and Exhibit C for the un- 
audited statement of operations for the 39 week periods ended 


November 2, 1975 and November 3, 1974. 
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Department Stores Division 

The Trustees! task of rehabilitating the department 
stores presented greater difficulties than those facing Toys 
"R® Us. The number of vendors was substantially greater and 
more diversified and a forum for communicating with creditors 
as exists within the oy industry was not available. To many 
vendors, in terins of credit risk, the department stores were 


not readily distinguishabl« from the discount division and, 
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accordingly, res 1 Credit 
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tained in the course of his activiti 
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debtors since June 13, 1974. The Trustee was particularly 
assisted by the knowledge of the Additional Trustee who was 
fficer of the debtors since May 1973, and from other 

employees of the debtors. Much information was 

available from reports and other documents filed by 

state with the Securities and Exchange Commission. 

Trustee retained Touche Ros< & Co. to assist in his 

gation, with particular emphasis on the financial condition 

of the debtors and the internal financial controls of the 

debtors during the period immediately preceding the commence-~ 

ment of the proceeding. The Trustee obtained authorization 

under Section 167 of the Bankruptcy Act to examine former of- 


ficers of the debtors. Counsel for the Trustee interviewed 


or examined a number of the persons who were the senior execu- 


tive officers of the debtors during the two years prior to 
to the commencement of the proceeding. Discussions were also 
had with officials of the New York Stock Exchange to deter 
mine their views on Interstate's compliance with the Exchange's 
requirements during the period preceeding the filing under 
the Bankruptcy Act. 

The Trustee, his counsel and his accountants nave 
found no evidence of fraud against former management of the 


debtors. While the Trustee has no present plans for further 
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cess in eight White Front Stores. The Trustees decided to 


commence G.O.B. sales in the remaining 17 White Front stores 

and by mid-July all of these stores were closed. The debtors 

and the Trustees disposed of as much inventory as possible 

through these G.O.B. sales, and a small amount of unsaleable 

inventory was sold at auction. During the period from May 

22, 1974 - the date the debtors filed their petition under aS 
Chapter XI - to the date inventory liquidations were finally 

completed in September 1974, approximately $6.1 million was 

‘realized (after all operating expenses) from liguidating in- 

ventory which had a cost basis of approximately $13.8 million. ¥- 
The loss from these sales was fully reserved against in the 

losses taken for the fiscal year ended February 3, 1974. 

In July 1974 the Trustees obtained a Court order 
authorizing the disposition of all fixtures and other fixed 
assets - racks, display tables, shelves, and similar items - 
relating to stores closed or to be closed. Whenever possible, 
the Trustees tried to sell the fixtures to landlords. As 
discussed below, an exchange of the fixtures was often nego- 
tiated for < landlord's waiver of claims for damages due to 
termination of the lease, unpaid rent which accrued prior to 
the proceeding, or use and occupation claims accruing after 


the proceeding. As of November 1975, the fixtures relating 
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Stantially all the debtors' leases were guaranteed by Inter- 
State and, therefore, a SubsStantial number of landlords have 
filed claims against multiple debtors. 

The general rule for the measure of damages which 
a landlord could claim for breach of a lease is the excess 
of the lease rental over the fair rental value of the prop- 
erty for the remainder of the term of the lease, discounted 
to present value, plus damages under any special covenants 
in the lease, but limited in all cases to the rent reserved 


in the lease for the three years after surrender of the prem- 
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Since the potential liability to the debtors for 
general claims of landlords exceeded $56,000,000 and as at 
October 31, 1975 proofs of claim for $106,352,532 were filed 
by landlords and mortgagees, the disposition of such claims 


has been and continues to be a Major undertaking of the 
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damages for breach of the leases (including pre-petition 
accrued but unpaid rent) was approximately $17,000,000. 

The debtors were 50% partners on joint ventures and as such 
were the beneficiaries of approximately $6.4 million of 
such claims. Therefore, the potential maximum aggregate 
liability to the estate was approximately $10.6 million. 

In addition, the debtors and the Trustee had continued in 
possession of most of the premises through July 1974 and, 
therefore, there waS a potent:al use and occupation claim 
estimated at over $550,000, which amount reflects a credit 
for 50% of any claim relating to a property where the debtors 
owned a 50% interest in the landlord. 

In July 1974 shortly after the proceeding commenced, 
Bereficial and the Big Eye companies moved in the Bankruptcy 
Court to fix the use and occupation value of the above 2l 
premises, 12 of which were still operating stores conducting 
G.O.B. sales. The Trustees were able to settle the use and 
occupation claims of Beneficial and the Big Eye companies with 
respect to all of these properties on the following terms: the 
leases were disaffirmed, the Trustees were not required to pay 
any use and occupation costs, Beneficial and the Big Eye com- 
panies waived all claims for damages based on the termination 


& 


of the leases, and the debtors received approximately $150,000 
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ping center owned by the joint venture. As discussed above, 
the debtors had interests in these ventures as both landlords 
and tenants, and where stores were closed and leases termin- 
ated (as was the case in almost all except for a few instances 
where the stores were subleased to third parties) the debtors 
were in the anomalous position of having claims against them- 
selves. Again, Interstate had usually guaranteed the lease 
obligations of the debtors which were the tenants. Most of 
these joint ventures have involved lengthy and complicated 
negotiations with the joint venture pariners to terminate the 


relationship, often in exchange for waivers of claims by the 


joint ventures. As the date of this Report, six of the debtors’ 


joint venture interests have been disposed of, and negotiations 
are in process to dispose of four others. In addition, the 
debtors have joint venture interests in parcels of undeveloped 


land adjacent to former discount stores. 


Landlords' and Mortgagees' Claims Relating To Other Closed Stores 


“Landlords and mortgagees have filed claims arising 
out of an additional 92 stores other than those discussed 
above. As of the date of this Report the claims relating to 
20 of these stores have been waived by either the landlord or 
the mortgagee and/or expunged by order of the Court. The 


claims relating to about 10 o:her stores have been reduced by 


Order of the Court. The Trustees expect t 


of the remaining claims and anticipate that the a} 
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The Trustee requests, and 


accordance with Section L67( 6) 3 Rule under 
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Bankruptcy Act, that all interested persons submit suggestions 
to the Trustee on or before March 1, 1976 regarding a plan or 
plans of reorganization for the debtors. 

The information contained in this Report, particu- 
larly the financial information contained in the Exhibits, 
should be of assistance in formulating suggestions for any 


plan or plans or reorganization. 


PROCEDURE IN THE REORGANIZATION PROCEEDING 


me ee 


The Bankruptcy Act imposes > Trustee the 
to prepare a plan or plans of reorganization or to report to 
the Court why a plan cannot be effected. The Bankruptcy Act 
requires that such a plan be "fair, equitable and 
This statutory language has come to embody certain procedures 
and standards which must be satisfied before a plan can be 
Submitted to, and approved by, the Court.. The terms 
and equitable" require first that the Trustee place a value 
on the debtors. The Supreme Court of the United States has 
estab.ished the standard for determining value by requiring 
that an estimate be made of the reasonable foreseeable earn- 
ings of the debtors and capitalizing those earnings at an 


appropriate rate. This requires, as the Supreme Court stated 


in the leading case of Consolidated Rock Products Co. v. Dubois 
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ate plan or plans for each debtor or group of debtors. There 
are 189 separate debtors in this proceeding. A substantive 
consolidation would treat all the debtors as one entity for 
the purpose of evaluation of assets and of distribution to 
Creditors, as discussed above. The preliminary analysis of 
the Trustee is that a Separate plan or plans for each debt 
would present a myriad of problems both in evaluation of as- 
sets, classification of claims and distribution to creditors 
solution or, 

ly delay the formulation and implementation of any 

plan or reorganization. In addition, as discussed above under 


"Liabilities of the Debtors - Pre-petition Creditor Claims," 


there presently remain a substantial number of claims aggre- 


gating many millions of dollars which will reguire objections 
in Court and probably extensive litigation. The status and 
Magnitude of these unresolved claims are an important factor 
in the Trustee's formulation of a plan or plans of reorgan- 
ization. 
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SHEA GOULD CLIMENKO KRAMER & CASEY 
336 Madison Avenue 

New York, New York 10017 
Attorneys for the Trustees 
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Exhibit A 


Consolidated Financial Statements of Interstate Stores, Inc. 


and subsidiaries for the fiscal years ended February 2, 1975 
an@d February 3, 1974: 

Report to the Trustees of Touche Ross & Co. 

dated May 28, 1975 

Consolidated Balance Sheet 

Statement of Consolidated Operations 


Consolidated Statement of Stockholders Equity/ 
Deficiency in Assets 


Consolidated Statement of Changes in Financial 
Position 


Notes to Consolidated Financial Statements 


Exhibit A 
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tinuing operations, 
Other ancome - net 


Costs and expenses; 
Cost of ‘ chudir occupa: 
Selling, advertising yvneral and 
Depreciation and amortizvatior 
Interest 
Provision for lose on de 


partment s 


Earnings fror tinua eeperati + 
ancorm taxcs a extrac tanar c 
Other rect mid ch t rs te 
Interceat 4 Se 
&. Baneruptcy aleanistrative costs 


Larnings [10% continuiny operations 
Cfeovasaon for ir 


Earnings from continuing operations 


Operations J con “A ane & Ls aa 
(Loss) from ove ns of business 


fet Gf ancuore taxcs of $2,582 
Provision for joss on disp i 


omitted) 


including loased departments (Note $) 


and buying costa (Note $) 


euministrative 


sores to be closed 


be! 


tite 


before income taxes and extraordinary cradite 


(Note 5) 


ore other credits and deductions, 


before extraordinary credits 


scontinued (Nota $)} 
es discontinued and 


businesses discontinued and to be discontinued 


t 
to be discontinued, 


Earnan Te extraordinary credits 

Extra s (Note 20) 

Met ea 

Net earnings (loss per share of common stock (Note 21): 
Eatnings frum continuing operations before extraordinary credits 
{Loss) {rcs operations discontinued and to be discontinued 


(Loss) before extraordinary credit 
Extraordinary credits 


Net (loss) 


Cash dividends per share of common » 


See notes 


tock 


to consolidated financial statements 


B, SJEGEL 


YANIES 


t) {Note 2) 


fiscal year ended 
Pebruary Fobruary 


mer ene be RS Mee Fae 2 


- (24,781) 
icin ne aoe? 


ete Re EE 


3,687 (92,343) 
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Balance, January 28, 1973 


Portion of preceeds of the seni 


allocated to 
therewith 


he warrants is 


Common stock (esued Upon conversion of deben 


Net (loes) 


Balence, Pobruary 3, 1974 


Net earnings 


Balance, Pebdruary 2, 1975 


(Under Chapter KOs the Fe ljere) Bnkruptcy Ast) {Note 2) 


AT OF STOCK ICLDERS” pourty/ CEPICIENCY IN ASSETS 
GUO YEARS EN2ED PEBRVARY 24..2227$ 


(000 's omitted) 


Common stock, $} par valve 


Additional 


pues Sf A ih tees: 


i paid-in 
Shares Arount dares Arount Sapital 
$,474,7 $6, 7468 5.8 $24 $48,919 
« - - . $0 
tures +2 - - ~ 1 
nt neater omnes — Seehie as 
5,474.9 6,746 5.8 24 48,970 
Se easton ms ee 
5,474.9 $6,746 $.6 $24 $48,970 
Réarw ese scimonts, Rae ihm. ne cael eter sceninendteniontoaal 


"Includes $1,271 reteined es capital by the Board of Directors 


Soa notes to consolidated financial statonente 
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SOURCE OF FONT 
Continusr 
Earninys 
acd char ~ reGilring itlay of working capital; 
pepre amortacati 


Prov y } on dx 
Pre : loss on diay i 


CuOwl ®Y AND Me, 


MYCFERT DB, SIBGEY 


ob LABY COMPANI Fa 
uritcy Act)” {Notes 2) 


LN PINANSIAL POSITION 


cf property and equipment of department stores being closed 


Punde j val t ontinuing Operations, exclusive of extraordinary iteme 


Extraordins? 
bDecreate in ¢ 


' ant vent 
Increase in at and debs 


rtures 
Increase an moricyagea jpayat 
Faxed assets noid or recias 
Gecrease in other assets 


ivied to current Ssaets 


APPLICATION ¢ 
Operat.ones £¢ nued and to be discontinued: 
Loses on pes . Of businesses dascontinued 
Provinicn : 
Deduct “(144 s mot 
Provision i 
Provision for }os@# on anvestmenrcs in and @ 
Depreciation and amortization 
Detercret federai income axes 
Other - net 


requiring outlay of er 
@iepos:tion of property and equapment 


Funds applied to discontinued operations 


Acquisition of property and equipment 

Noncurrent liabilities transferre4 to “Other claims 
Notes and debentures - clases fis as current liabilities 
Payment, liquidation and current maturities of mortgagee payable 


lization of net operating lose carryforward 


} to be discontinved 
disposal] cf businesses discontinued and te 4 diecontinuad 
(provading) wurkany capital: 


ances tc 5SO%-owned oorporatione and joint ventures 


under Chapter X bankruptcy proceecings® 


Mortgages payabie applicable to fixed assets held for esle - classified as current liabilities 


Current portion of reserve applicable to store closing programe 


fie ey = net 


INCREASE/ (DECREASE) IN WORKING CAPITAL 


INCREASE /(DECREASE) IN WORKING CAPITAL COMPONENTS: 
Cae 
Certifice £ depo 
Short-term investmen 
Accounts receivable 


Refundable federal income taxes 


Merchandise inventories 

Fixed astets held for sale 

Frepeid expenses and cther 

Notes and deventures payable 

Current instalments of mortgages payable - continuing operations 


Mortgages payable appliceble to fixed aasets held for sale 
Acceunts payabie trade 


Accrued expenses, taxes other than federal income taxes ad sundry liabilities 


Keserve for feiteral income taxes 

Reserve apr cable to etore closing projrame 

Estimated claims under Chapter X bankruptcy procecdings 
Other liat ities under Chapter X bankruptcy proceedings 


INCREASE / (DECREASE) + WORKING CAPITAL 


See notes to consolidated financlal statements 


Pebruary February 


ate I228 31974 


$ 3.657 


(6,356) 
34,600 


(6, 395) 


(32,713) 
(@, 338) 
(2, 368) 
9$.147 

104 
16,652 
49,614 

8,095 

1,050 - 

41,694 (27, *O4) 
135,005) - 


20,%83° ee 


$745)) £1127,263) 


{18,629 
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MR, JOSEPH R, CROWLEY AND MR, HERBERT B. SIEGEL 


AS TRUSTEES OF 


ITERSTATE STORES, INC. AND SUBSIDIARY COMPANIES 


PEs AR’ 
(Under Chapter X of the Federal Bankruptcy Act) 


shapter xX of the 1 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. SUMMARY OF SIGNIFICANT ACCOUNTING 


a. Basis of resentation 


The accompanying consolidated financial statements have been 
prepared on a “going-concern basis" (except that interest on certain 
nee the daate of filing the peti- 
t) which contemplates the realiza- 
f liabilities in the ordinary 


indebtedness has not been accruce $i 
tion under the Federal Bankruptcy Ac 
tion of assets and the liquidation o 
course of business (Note Dike 


continuing operations consist of Toys "R" US operations 

and the department store operations. 

b. Principles of consolidation 

The accompanying consolidated financial statements include 

the accounts of Interstate Stores, Inc. and its subsidiaries and all 
majority-owned joint ventures. All material intercompany balances and 
transactions have been eliminated. 

c. Merchandise inventories 


Merchandise inventor.es are stated at the lower of cost or 
market as determined principally by the retail inventory method. 


d. Property and equipment 
property and equipment are recorded at cost and depreciation 
and amortization are provided on a straight-line basis over the 
estimated useful lives of the assets or, where applicable, the terms 
of the respective leases, whichever is shorter. 


The following tabl< summarizes the useful lives of the major 
classes of assets: 


Years 
Buildings 20 to 40 
Furniture and equipment .4 to 12-1/2 


Leaseholds and leasehold 
improvements 12-1/2 to 25 
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the a untS 2h COE year of cisposal . Any resulting gains or se 
are ereditea or charged to operations. 


pro} 


the 


rele- 


other matte 


a 
2 


vant to formulating a Plano 


to, 


Reorgan- zation. 


It is the Trustees' inten ns to ultimately propose a Plan 


i 
of Reorganization for the Company and its subsidiaries. No Plan has 
been developed at this time, 


The Company and its sub 


; idiaries had sustained sut 
losses from operat 


j the two years ended February 
acted their operaticns bv the c 


and had sianificant}. cont 
of stores a 
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Company as a 


realization of liguidation of 


dependent upon 


Sustained 


dor 
a0r 


Tp), 


The eventual 
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estimated claims 
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rable to 
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expense 
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Reserve for 


including 


Company 
invest 
alla 
h 
int presentec 
balances on the 
adjustment. 


NO interest 
Of filing the petition under the Federal Ba 
the interest bearing indebtedness. 


has been accrued since May 22, 1974, 


nkruptcy Act, 
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4. OTHER LIABILITIES 
REORGANIZATION 


As Of February 2, Other liabilities consist of: 


Disaffirmed lease obligations 


Disaffirmed em ym agreements and 


executor 


Reserve applicable to termination of 
license agreements with concessionaires 


Other reserves 


20, 380 


June 13, 1974, the Trustees disaffirmed lease 
Obligations as : 96 discount stores, 8 department stores, and 
9 warehouses. m June A974 CO May 28, .1 the Trustees have 
been able I in le rom landlords at locations. The 
releases related to administrative claims for u and occupancy cost 
and general claims. ement made for releases included cash pay- 
ments of $120,000 an@ 1sfer of furniture, fixtures and leasehold 
improvements with ane k value of $143,000 (net of reserves 
established in the prior y ) and transfer of interest in a joint 


venture with a carrying value of $140,000 at the transfer date. 


Under the provisions of Chapter x of the Federal 
Act, landlords are entitled to claim, as damages, an umount 
exceeding a maximum of three years' rental payments, : 
payments in lieu of real e taxes, insurance, escalation 
etc., to the extent includ in lease agreements. The waximam 
tial liability for th iaini disaffirmed leases amounts 
approximately $34,600,000. Such claims may be educed by : 
or litigation. The amount provided, as shown above, represents 
Trustees’ estimate of the maximum amount that would ultimately be 
payable to landlords with respect to these claims. 


The liability for disaffirmed employment contracts and 
executory contracts represents the amounts recorded in the Company's 
records as of February 2, 1975; however, claims have been filed in 
excess of the recorded amounts. These differences have not yet 
been resolved. Accordingly, the amount on the Company's pooks and 
records may be subject to adjustments. 


5. RESERVES APPLICABLE TO STORE CLOSING PROGRAMS 
ne ee ENG PROGRAMS 


During the two fiscal years ended February 3, 1974, man- 
agement adopted scveral programs, providing, among other things, 
for the closing of all of its discount stores, and closing of 
selected department stores. provisions were recorded during the 
two years for costs and losses to be incurred in relation to store 
closing programs, as follows: 


TOUCHE ROSS & CO. 


Fiscal 
ear ended 
February 3, 1974 
January 28, 1973 


a 
The amount for the fiscal year ended February 3, 1974 includes 
a $1,961,000 provision for loss on department stores to be closed 


LT 


OF PES wee oN ae Sa ak 


t years ended February 3, 
. the six department stores had sales of app al 
93,000,000, res Spectively; results of opera De 
interest and home office expenses, were approximate 
basis in 1974 and a loss of $200,000 in 19 
Further, since Interstate was not able to obtain merchandise 
in sufficient quantities to anerave its department store operations in 
the normal course of business until satisfactory financing was obtained 
from trade and institutional] sources, an additional reserve of i 
$1,738,000 was charged to cost of 5 les for contemplated future 
inventory markdowns at February 3),) 1974 During the year ended ? 
February 2, 1975, as less markdowns were required than initial ly : 
ontemplated, the reserve was reduced by $461,000, and a credit made 
to cost of sales for such amount. 
The reserve for store closings is composed of the following: 
eer! February 
19 3 1974 ; 
000's omitted) ; 
LOSS On investr ents and advances to ( : r 
20%-owned corporations and joint : 
ventures * 3,047 -¢ 2,105 a 
LOss on disposal of fixed assets 4,047 39,108 i 
Reserves applicable to store closing F 
program, including liability for yi 
disaffirmed lease obliaations 19, 382 41,604 
Od eel 
$ 24,476 $ 81,817 
The reserve applicable to store closing programs at February 
3, 1974 included (i) the estimated losses on realization for liquida- 
tion of inventories, (12:) the trustees! 6 Stimate of losses to ke 
incurred for the disaffirmation of leased facilities, (1ii) a provision 
for losses from Operations during the pPhaseout period, {iv) a provision 
for other losses to be incurred upon the liquidation of the remaining 
assets of the discontinued businesses, and (v) a prevision for losses to 
be incurred for the termination of license agreements with Cu SES LANEL ECE: 


As of February 2, 
of lease 


1975 


S12 


the major unresolved matte 
settlements to be resolved by the 


ris the ultimate 
Trustees. 


amo 
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6. ACCOUNTS RECEIVABLE 
EL NVAGLE 


Trade customers 
Less allowance for doubt ful 
accounts 


Other: 
Amounts due from conces- 
stonen es 
Due from ven 
Due on Metis claims 
Due on sale of fixed asset; 
Sund dry 


YH Ww Ww 


1O Urn 


m 


Less allowance for doubtful 
accounts 


7. FIXED ASSETS HELD LD FOR_ 


Fixed asset rela ating to stores closed 
longer used in operations and held for sale are 


Land 

Buildings 

Furniture and equipment 

Leasehold and leasehold 
improvements 


Less accumulated depreciation 
and amortization 


Any gains or losses which result from the sale Or ot 
Posal of these assets are credited or charged to the reserves 


+ 


therefor. See Note 16 for mortgages applicable t5 these assets. 
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. As at their respective fiscal yeer-ends (December 31 or 
January 31), net fixed assets and mortgages (including $826,576 at 
February 2, 1975 as to which the Company 18 contingently liable) of 
the above-mentioned entities, not included in the accompany ing bal- 
ance sheet, follow: 

February February 


2, 1975 23,1974 


(O0OO's omitted) 


; Net fixed assets $20,431 
Mortgages $19,012 


The mortgages bear interest varying from 5.3% to 10.25% and 
are payable in varying instalments with final payments in fiscal years 
ending in 1986 through 2003. 


10, ACCRUED EXPENSES, TAXES OTHEK THAN TNCOME TAXES, 


ND SUNDRY] Big = UNA 8d CS (0 2) es Ge eee 
. February February 
ME ee Re cS 
(C00's omitted) 
Salaries, bonuses and other compensation S 603'.«.5.1,93 
Taxes accrued and withheld 1.158 4,791 
Interest 20 1,324 
Amounts due to leased departments - 1,098 
Advertising 504 1,420 
Bankruptcy administrative costs 861 - 
Contributions under retirement and 
profit-sharing plans 900 763 
Sundry Pee, i OO 
$6,932 15,027 
eS —— 


The Company has a noncontributory retires et snc 
based upon profits, for eligible employes. THis plan 23 s2 
amendment, modification or termination at tne discretion of 
Company's Board of Directors, except that a participant's vester 
interest may not be reduced by any such amendment. No cents ut ona 
to this plan have been required in the two years ended Februaiy 2, 
1975. Vested benefits under the plan ec4ceed the plan's assets by an 
immaterial amount. 


Subsidiarics of the Company e:.jaged in the retail toy busi- 
ness have a profit-sharing plan for eligible employees, which plan 
may be terminated at the discretion of the subsidiaries. Provisions 
of approximately $753,000 and $520,000 ‘based principally on payroll) 
have been charged to operations in the years endea February 2, 1975 
and February 3, 1974, respectively. It is the Company's policy to 
fund costs accrued. 


There are no unfunded past service costs under these plans. 
No determination has yet been made of the additional cost, if any, 
that might result from changes to the pian to conform with the prgo- 
visions of the Pensicn Reform Act of 1974. $-15 
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The Interna] Re Venu Ie Tr i proposed defi -len € as 
: s > ss 
income taxes for the sever years ended January 31, 1968 ay inting to 
approximately $3,800,000 lhe Pany instituted appeals and id 
reacned a tentative oral a rene WIth the Apoellate Di visinr th 
respect to certain asses for such Years arounting to § 
A reserve approximate] j 2 incsudes additional tax. 
t Jent to 1958) inc} ng 
1S included j the accor 
} WeveA? : as a res >f 
POnS1D1i3 z for thie as @s 
the Office of the Dis+-; 
Ssett.iement but is free to 
determines 
r ~~ y + ) ~ 
Operating ] z 
2) Auieaiy, teehee eee eee ee 
© Upcn the provisi ed 
Me Of claims under th, 
e ezrect Of any such Plan, as 
Of February 2, 1975, Company had available: 
3 Fey a ar ne : c tr 
as tor financial reporting 
C sOr income t purposes 
~ 5° —~ } % 5 vy - 
sul taiiy all expire 
The principal diz Ence Detwe ial 
. - = me 
and tax purposes results from the recoa; es 
for financial accounting purpose applic ; 
+ . * 5 ~ : = 
Program, which will result in tax deduct ds 
3 Taree ~~ Are Pe = 4 * ee ~ ey 7 “ry « 
23. INES C -SEDIT AND FINANCING AR EMENTS 
a. Under an agreement cated as of Jul 
Of January 31, 19 9, the Trustees of In 
sot a : 
R" Us, Ine., entered VG aie ] ie Si 3 
Of ban ae 
Sept emt 
after, in 
exceed dq 
subseque a 
tO no more th 0,000 on December 1S. 
$3.200,600 on 15, 1976 and to be u 
c t »sruareu c +m " ‘ ‘ } 
As at Pedruary 2 nO amounts were o Ging under the agreement. 
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Interest is paya»le monthly based upe the 

greatey, Pe i er the irrent lending rate 
, 

Or {ii} ] ver the average interest rate for 90 of 
Deposit ir w York money market f the last he 
prior month. 

Among other matters, the con lidated working capital 
(defined to exclude any liabilities incurred prior to- May 22, 1974 
must be not less than $30,000,000 and consolidated net worth must 
be at least $24,000,000. 


ables ari 
secured 
evidence 


Us Oper 


60% of 
up toa 

ment Store 
from: interest shi 


rate, or. (22). 125 
receivable, the b 
stock and all the 
Operations subsid 
1S74)) sand (ii) a 


ienlaniy ta ate (subjec 


area t agreement, 
banks and holders 
Said agreement. As of February 2, 


under the agreement. 


14. NOTES AND BEN'TURES.- PA LE 
Se eee UO ee 


The event of f¥ling the petition under Chapter XI of the 
Federal Bankruptcy Act was an event of default under all of the 
Company's vee? erm debt agreements which, together with other events 
of default, caused the long-term debt to become currently due. Accord- 
ingly, such amounts have been reclassified to estimated claims under 
Chapter X reorganization proceeding. A summary of iong-term debt is 
as follows: 
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parate 
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November 


the surrender 
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te additional 


those 
issued (exer 
1978) 
exercise 
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paid-in capital. 
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oe. 4-5/8 ind 4% debentures are conver ible to common stock 
at pric eee » and $37.45 a share, respectively; shares have been 
reserved for such conversion These indentures also required annual 
redemptions subject to reduction, at the Company's C20, LOE prior 
CONnVE sion. There were no conversions duri acy he Lis< 31] yeat ended 
February 2, 1975. The required annual redemptions are (1) $275,000 
per year through 1980 for the 4-5/8% debentures, and (i1) $900,000 
from 1978 through 1991 for the 4% debentures. 


> to the continuing toy and 


ia 4 5 4 


February February 
l 4 


(O00's omitted) 


$1,396 $1,569 


I Ke 
instalments to 1995 2,242 2,359 


Less current portion 


with a net book value 


Aggregate annual principal payments are as follows: 


(0000's omitted) 


197% 
1977 
1978 
1979 
19680 and subsequent 
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16. MORTGAGES PAYABLE - APPLICABLE TO 
FIXED ASSETS HELD FOR SALE 


The Company has ceased to repay its mortgage obligation 
relating to the discontinued diacount store operations. 


tions consist of the following: 


6% to 6-7/8%, payable in varying instalments 


to 1994 


™% payable in varying instalments *t« 199 
7-1/4% to 8-1/2%, payable in varying ins 


“~ 


ments to 2002 


9-7/8%, payable in varying instalments to 2000 


Total mortgages payable 


February 
2, 1975 3, 19 


Such obl 


(0000's omitt 


= 
i 
i 


a- 


2,875 Ss 4, 03:2 
6,607 6,645 
3-239 5,425 

2,550 
15,165 18,652 


Amount veclassified to “Estimated claims under 


Chepter X reorganization proceedings" 
(Note 3) in 1975 

Amount classified as “Mortgages payable, 
applicable to fixed asscts held for sale" 


in 1974 


17. LEASES 


The Company and its subsidiaries lease real property pri- 


marily for retail stores. 


Certain of these leases require (i) 


tional rentals based on sales and (ii) the Company to pay charges 
ip and operating 


real estate taxes, insurance, and other owners! 


expenses. 


Charged to continuing operations 


Charged to discontinued operations: 


Noncancellable leases 
Less: 
Sublease income 
Charged to reserves for store 
closing program 


Rent expense under these leases is as follows: 


February 
7 ae ol Ay 


February 
3, 1974 


(000's omitted) 


$5,670 


$5,670 


——— 


5 555 


BFR OA 
(2,632) 


(5,886) 
8,499 


$14,054 


\ 


Rent expense in 1975 and 1974 (principally relating to continuing 


acdi- 


for 


Operations - other leases) includes percentage rental payments (based 
on sales) of approximately $52,000 and $313,000, respectively. 
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ones 


reason 
1975 is due ¢t change in assump 


inancing leases under rule 3-lé 


leases had been capita 

jht-line basis and int 
ding Lease Iiabelity, 

year ended in 1975 } 

for the year ende 

calculation inclu 
and assumed 


+, vespectively. 


18. CAPITAL STOCK 


At February < 
stock were reserved for issuance 


Exercise of stock options 228,000 


Exercise of warrants issued 
with senior subordinated 
notes 


Conversion of debentures 


1975, Ot sf 1,815,000 shares of 
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At Febrviry 2, 1975, the Company, 
stock option plans, had available for grant 
common stock. Under the terms of the plans 
issued at a price less than the fair market 
stock at the date of grant, Options ar 
plan) either exercisable 25% a year (on 
commencing one year fron th late of 
four years and ine months from 
options genera. 
exercise of 
for the 


issued 


Changes in stock options un 


Outstanding 


anc 


Granted dur 


Expired 
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omitted) 
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I share of common stock was 

the loss by > weighted averaye number of 

outstanding a Ke he year. Assumed exercise f outstan 

options and stock purchase warrants wou td red the net 
Debentures (Note 14) are not common stock 
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against Interstate for approximatel 30 000 based upon all 
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the stores. 
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are not specif As to the remainder, the aggregate amoun 
is not material. 
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more directors or officers of Intersta oe been named 
defendants in eleven stockholder derivat r “i whiten 
are also cluss actions ey in connection wit ne 
{CO acquire certain divis 
seek relief which includes cucnaee ane 
fied amounts and injunctions. The neg 
May 12, 1974. 
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23. RESERVATIONS OF PRIOR INDEPENDED 
CCOUNTANTS 


Io 
CERTIFIED PUBLIC A 


The prior independent certified public accountants did not 
express an Opinion on the consolidated financial statements of 
interstate Stores, Inc. Date subsidiary companies for the year ended 
February 3, 1974 becaus 


1. of the uncertainty as to the continuation of the 
Company's renaining store divisions as a 
oa going concern; 
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Consclidated Financial Statement roy K® Us, Inc. and 


subsidiaries for: the fiscal year Jed February 2, 1975: 


Report to the stees dated May 
Consolidated Balance Sheet 


Statement of Consolidated Operations 
Retained Earnings 


Statement of Consolidated Changes in 


cial Position 
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the realization of assets and the liquidati of liabilities in the 
normal course of business. However, continuation of the Company as 
a going concern is dependent upon: 
a. the formulation of a Plan of Reorganization by 
interstate Stores, Inc.. and/or the puny and 
Di 
be necessary. 
The eventual outcome of matters is mot’ px ‘ ly determinable. 
The Compan yet completed its anv 
differences between 5 owed, as the date on y 
, filed petitions under Chapter XI of the Federal Bank 
22, 1974), as stated by the vendor claims and the amcunts as §& 
in the acco } he amount provided in the 
“f } 4 > 1 
consolidated he liabilities on the 
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(Under Chapter X of the F 


CONSOLIDATED BALANCE SHEET 


FEBRUARY 2, 1975 


(O00's omitted) 


CURRENT ASSETS: 
Cash 
Merchandise inventories (Note 1) 
Prepaid expenses and other 
Due from parent”; 


PROPERTY AND EQUIPMENT - at cost, le 
c€cepreciation d amortization (Note 


LIABILITIES AND SHAREHOLDER'S EQUITY 


CURRENT LIABILITIES: 
Accounts payable - crade 
Accrued expenses, 


and other liabilities 
Current portion of mortgage notes payable (Note 6) 


Current ifabilities - post petition 
Estimated claina under Chapter X reorganization 
proceedings (Note 3): 
Accounta payable - trade 
Accrued expenses, taxes (other than federal income 
t 
taxes) anc other liabilicize 
Due to parent 
TOTAL CURRENT LIABILITIES 


MORTGAGE NOTES PAYABLE (Note §) 


un , Ws ws | 
EQUITY (Notes 3, 4 and 7) 
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Authorize , 000 

Issued and outstanding, 2,000 sheres 
Additional paid-in capital 
Retained earnings 
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Inder the paella: 


‘euers ate the ‘busi 
subsidiaries. 
property of 
id are directed to investigate’ t 


all other matters releva 


the nters 
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3. ESTIMA 


mpany is reviewing all 
ee 


Co 
the court for amounts owed as of the @ 
investigating all differences between 
records of the Company. The Company's 
differences has not been completed, Tt 
financial statements represent the bkalan 
and records and may be subject to adju 

The < stock of the Company and its 
been pledged | nterstate Stores, Inc. in connect 
Oans amounting approximately $64,000,000 which 
to May 22, 1974. 
4. 

a. Federal taxes on income 

The Gf Toys: (RUS, Ine. 
included in th lidated federal incc 
Stores, (ine. Stores, Inc. does 
allocating fe e texes, to jts sub es, 

provi on ancome as Lf it were fil 


US, 2G: € 
consolidated federal income 
fisca 2 tay (52 weeks) 

CO Sh ,000 and the cumu 
would “aan educed retain: ? 


$12,250,000. 


tax retu " 
February’ 2 
tive effect of 

earnings an 


Transfer of Toy subsidiaries 


taxes on 
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ffective July 17, 1974, Interstate 
the ownership of all its su sidiari engaged 
to the Company. This transfer has been accounts 
of interests and the results of operations ct 
Sidiaries are included in the statement of 
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fiscal year. 
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iecal year 
inagement fee i 
corporate overnea 


cs) ended 


eguipment consist of 


accumulated depreciation and 
1oOrtization 


PAYABLE 


notes paya 
i £ mor ts sag 


Year ending 
1976 
1977 
1978 
197% 
1980 
i938] subsequent 


*s payable are collateralized by erty and 
e7 


equipment wit) an aggregate carrying value of approximately $7,920,000. 


7. CREDIT AGRI 
Under the 2rms of a credit agreement, as amended on Janua 
may borrow up to $6,000,000 through September 
$4,000,000, thereatter. through February 16, 
S is ‘eredit agreement not exceed fifty percent of 
“rade acco. ‘ a aies as defined, an he tetal Immitment is reduced 
to $6,600, 000 on eoisber 15, 1975. a: : 3,2¢C JOO on January 15, 1976. 
Tnterest is payable al an anrual rate of 1% above prime on any outstand- 
ing balance along with a facility fee of 1/4% on the total commitment 
and 1/235 on the unused portion of the commitment. 
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Noncapital ze 
Other leas<s 
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Operations s€ periods. Due to the seasonal nature 
mUSiness, the major por of fits ly 


last 13 weeks c° the i! ts 
the per lods dic are indicative of the results for 

the entire fisc: 2a! 11s stateme should be read in conjunc- 
tion with the audited .inanc Statements included as exhibits 
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to this Report, 


> notes | and the accountants' reports 
included therein. 
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Ratio formulas: 


: Current Assets 
CURRENT RATIO : re 
Current biabiirtviesr 


spans Cash + Marketable Secu 1es + Net oun Receivable 
QUICK RATIO eae ro — 


CASH RATIO Cash + per kes 
Current ; 


TIMES INTEREST EARNED 


* Adjusted to inc 2d operations 
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(Debtors in Reorganizat ion) 
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ANALYSIS OF KEY BUSINESS RATIOS. AND INDICATORS 


ee ET I 


, Inventory Rat 
Piscal (year sa NES EM ROR RSS cS 


ended 


Turnover Days to sell 


1969 


1970 


. 1 = 
formulas: 


AVERAGE INVENTORY TURNOVER 


Cost of Goods Sold 


a NE pe aN ee 
(Beginning Inventory + Ending Inventcry)/é 


AVERAGE DAYS TO SELL 


(Beginning Inventory + Endin iventory) /2 
PAL chead Boca Scien ls~ MWh Dalia hhc) SERN AEE coc Dhdiocichantanr 0! AY Sec 
Cost of Good : o0 


* Adjusted to include discontinued operations 
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ANALYSIS OF KEY BUSINESS RATIOS 


Return Ae : 

Fiscal year alue per before Al a ble 
Ses Sa Aenea lak he dh ee Short-term sepa-ceS 

1963 vor ) a3 ~218 

1964 ~96 ) ; 16 

1965 oho 42 ~.6 

1966 .24 45 es, 

1967 22S (A) 45 a ed, 

1968 192 0A) ) 116 

1969 9.49 -46 «28 

1970 . 08 128 SNe 

i971 

1972 

1973 


1974 


Ratio formulas: 
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Common Equity 
inpmeibeaaier amicenieesl Sh 


BOOK VALUE OF COMMON STOCK = = <r 
Common Shares 


RETURN (BEFORE TAXES) ON COMMON EQUITY 


Income Before Taxes 
Common Equity 
LEVERAGE ON DEBT: 


' . RTA x Current Liabilities 
SHORT-TERM DEBT = —_ Se TET Taee 
Common Equity 


i" x 11-Term abt) - terest 
LONG-TERM DEBT = (RTA x Lond isd Ace Elie. erees 
Common Equity 


* Adjusted to include discontinued operation 
(A) Adjusted for stock split 
(B) Capital deficiency 


Exhibit L 


S55 


427a 


Transcript of Proceedings Had 6/28 76 
Before the Bankruptcy Court 


UNITED STATES DISTRICT COURT 


SOUTHERN DISTRICT OP NEW YORK 
(In Bankruptcy) 


In tha Hatter 
of : 74 B 614-802 


INTERSTATE STORES, INC., et al, 


United States Courthouse 


Poley Scuars 


COUN A Ht DP om b oe 3 
HOU ORABLE J. RYAN, Bankruptcy 


HCARING CN CRDIR TO SHOW CAUSE TO VACATE ORDER 
AND RE“NOTICE SALE OP PROPERTY (CHICAGO HEIGHTS) 


MOTION TO SET ASIDE ORDOIR OF SALE 


GERALD 
OFF IC te. WRT SEPORTER 


APPEARANCES: 


MESSRS. SHEA, GOULD, CLIMENKO, KRAMER & CASEY 
Attorneys for Trustees 
BY: LESTER 'YASSFY,. ESO., 
Of Counsel 
330 Madison Avenue 
New York, N. Y. 


MPSSRS. FRAUSE, HIENSE & GROSS 
Attorneys for Jonn “Vancocr 
BY? LOUTS ‘KRUGER, ESO. 

GORBEER ‘SNAET,) BOO. 
£1 E. 42nd St. 
Hew York, Na Xs 


MERYDL WIENER, ESO. 
JEROIZ PFLLES, ESO. 


Attorneys for Securi¢ias and 
Cormicnion 


Re OTS Ne oe tee. er ‘ ahah 

Dabsesrwerters Ge Es 5 ee ee redaas 

vm & a w~ ° Cdn ae BWrarle 
Papo oars teed, ome Ae bagel’ 5 1p Cina alm le Sah 
BY: aT ae Se a bo! Saket 

shoe . ‘ ae / 


Ci Counsel 


MESERS. ZALKTH, ROOIN & GCODMAN 
Actorneys for Scnior Institutional Lerdcrs 
BY: IRA KARNLSTPIN, ESO. 


MESSRS. ROGERS, POGUE & EILLS 
Actorneys for intr 

BY? HEV EVIRST ST. ES oa 

Of Couneel 


APPEARANCES (continued): 
MESSRS. POPPER & POPPER 


Attorneys for Unofficial Creditors Committee 
BY: WILLIAM I. POPPER, ESQ. 


ene @ 


MR. YASSKY: The next matter 


4s with respect to Chicago heights. I wouia 
defer to counsel for the moving party, 


Mesars. Krause, Hirsh & Gross. 


THE COURT: Is Mr. Fancock present? 


Y wonder if I micht ask ttr. Hancock to come 


I think ha would 
like to address your lonor. 

THE COURT: Let him hs sworn and he 
can be exarined in theusual fashion. There 
is a preliminary issuo of fact here as to 
whether Mr. Fancock came into court 
totally naive and unaware of the fact 
that there might be counter offars. I 
have an affidavit from the trustees’ 
attorneys stating that Mr. Hancock said 
4f anybody bid another penny, he would 


withdraw his offer, in effect. That's 


I understand. I think this is a preliminary 

issue of fact. 

MR. KRUGER: I will be happy to pet 

him on the stand with resrect to that 

dgsue. Mr. Hanceck, would you please take 

the stand. 

2 OU 8 HANCOC K, calied as a witness On his 
own behalf, after having heen first duly sworn 
by the Court, was examined and testified as 
follows: 

TIP COURT: All right, be eeated, 
please. 

Would you give «he reporter your 
full name, your residence address. 

THE WITNESS: Johan E. Hancock, 

18863 Cherry Lane, Lansing, Illinois, 60430. 
DIRECT EXAMINATION 
BY MR. KRUGER: 

Q Did there come a time when you became 
interested in the acquisition of the property which is 
the subject of our presence here in court today, the 
Joe Orr property? 


A Yas. 


Q {ren did you tirst hecome dntexesatei in 
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this property? 


A Some time in the early part of March. 


Q What year? 
A 1976. 
Q Wnat did you then do with respect to the 


property? 


I contacted a Mr. Finkel and we entered 


Yho is ha? 


As I understand, he's the man to talk to 


at Interstate who waa selling the property. 

q Now did you come across Mr. Finkel? 

A Through the Chambor of Cormerce in 
Chicago Feiqhts. They had his name. 

0 Did yeu erter into negotiations with 
Mr. Pinel for the purchsre of the prorerty? 

A Yes, sir. 

Q Did theese nevotlaticrs lead to your 
executing an agreement for the purchase of the property? 

A Yes, sir. 

MR. KRUSEP: The actual agreement 
that was entered into between the parties 
ies part of, I think, everyboiy'’s 


' ae j ‘ 
rec: an ion Hink there ia eny “red 
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Ranceck-direct 
to introduce it as evidence atc this time, 
but let me offer it formally for the 
purposes of this hearing, and I'm referring 


to an agreement made the 20th day of April, 


1976, by and between Joseph R. Crowley and 
lorbert B. Siegel as trustees and John 
Hancock aa the buyer with respect to the 
subject property. 

Tor COURT: I don't see any need 
to mark it. I think that the agreement 


that's annexed to the application shall be 


deemed movant's Fxhibit 1 of teday's date. 


Does anyhody object to it heing 
received in evidence? 
MR. YASSKY: No, your Jionor. 
THE COURT: All right. it's received. 
(Document abovedescrited deemed 
marked Movant's Fxhibit 1 in evidence.) 
BY MR. FRUGER: 
.@) Did you in your discussions with 
Mr. Pinkel discuss with him the purchase price for che 
property? 
A 


Q 
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$450,606. 
What price? 
THE COURT: $450,000, he said. 
TRE WITNESS: I'm sorry. 
656,000, 

Q Was that a price that was arrived at 
after negotiations by you with Mr. Finkel? 

A Yes, sir. 

Q Were the other terms and conditions of 
the agreement neaotiated by you with Mr. Finkel? 

A I doubt if I can remember them aii... But 
there was the term that it would close through Chicago 
Title and Trust Company -~ anc escrow company, in an 
encrow. There is s term that we would advance as part 
of the down-payment or carnest moncy 4 certain “esount 
of monay to his law firm and the balance would ke in the 
escrow account. One of the terms was that we *oulid 
close before June first, I relieve. 

TEE WITYTSS: You will have to foraive 
me, ‘your Honor. I have a very roor merory. 
BY MR. KRUGER: 


Q Let me refrech your memory because 1 


think that is an important term. I wonder if you might 
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Hancock=‘irect 8 


appears on pace Z of movant's Fenibit 1 in evicenca. 


A You want me to read this? 
] Just paragraph C. 
A "The word ‘cloaing' shall mean the 


consummation of the transactions reZarred to in this 
contract which shall not occur prior to entry of the 
final order but in no event later than June 1, 1976, 
at the office of Chicago Title and Trust Company, 
111 West Vashinecton Strect, Chicago, Illinois.” 

Q Was there ever a time in any of your 


neqotiations with tr. Finkel that he informed you that 


tho price which you had agreed to in this ccntract would) 


become the minimum ~rice that a public auction of 
the property in this court? 

A No, sir. 

Q Yas there ever a time when your counsel, 
Mr. Cavenscy, to your knowledge, was ever Snformed by 
counsel to the trustee that the contract that you had 
entered into vould merely become the basis for public 
bidding in this courtroom? 

A No, sir. 

TIE COURT: Wat was your under- 


standing of «ha vorsega of the hearing 


in this court, Mr. Pancock? 
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THE WITNESS: My understarding was 
that this would be a formality where you 
would -- 

THE COURT: Did you have any other 
business in New York the day you came into 
Naw York for this forrality? 

TIE WITNESS: No, ei. 

THE COURT: Put you retained counsel 
and you and your counsel hoth came to New York 
to sit tn court for. a. formality: is that 


your testimony? 


WITTNSS: The purpose was to 


teke the final order, decree, whatever the 
2 beck to Chicage Title 
as guickly as possi: jie. 
BY MR. KRUC 
o for that vas that you 
anticipated Closing before June first, as the contract 
provided? 
A Right. 
THE COURT: So you and your attorney 
both came to New York to make sure that ths 
contract with court approval cot back to 


* 4% 3 
ord ae 
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THE WITNESS: That's exactly right. 
THE COUNT? All cick. 
BY MR. RRUGER: 
Cc When you came to court and met the 


trustces' ccunse) immediately outside the courtroom, 


what dic thoy tell you then? 
Whe did vou meet, did you recall? 
A I belicve it was Mr. Rotkin, the 
gentleman with the mustache. 
Q What did ha tell you? 


A He said that there might he somebody else 


hzre to gqet invoived with the sale. 


Q Did he tell you that it was his intention 
to open up the sale to rublic biddined? 
A, No. There was sce conversation with my 
lawyer, and I can't really say exactly vhat. 
Q I'm just asking what he told you. 
A No. 
OnE count: yhat did your lawyer 
tell you? Was your lawyer involved in the 
conversation with Mr. Rotkin? 
THE WITUSSS: Yes. 
TIS CCURT: What did tne lawyer 


was in tha conversuetilon, wusa't 


Hancock~<diirect 


MR. KROGER: Anawer the Judge's 


question. 


THE WITNESS: What I got out of it 
was that someone else may offer a higher 
price for this property, at which point 
Mr, Caveney, my lawyer, said that Sf chat 
kind of bidding is permitted, then we would 
back out of our contract. 

TEE COURT: He said that in your 
presence? 

TEE WITNESS: Yes. 

TEE COURT: And in Mr. Rotkin's 
presence? 

TEE WITNESS: I quess so. Ke were 

n the hall, all of us together. 

TEE OURT: Co you want to go on, 

Mr. Kruger, if you have anything to put in 
on a case. 

MR. KRUGIR: I think I do, your Honcr, 
because the answer that the applicant just 
gave demonstrates the reason why the sale 
ghould be set aside and not the obverse of 
that, for the reason that {it will be 


perfectly proper if ous is going tc enter 
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into public bidding with respect to the 


saie < 


into an agreement ofterirg the price in 

that agreement at which vou actualiy intended 
to buy the property, if there was going to 

be public hidding. I don't know if 

Mr. Hancock would have agreed to luy at 
$650,000 if he knew that vas going to be 

the minimum flcor bid for a public auction 

in this courthouse, and I think that -- 


in fact, I was just looking recently at 


another sale in this courthcuse, ina 


different courtrocna, involving a property 
of Wi. T. Grant. I happened tc be involved 
with the bids for the real estate. 

PEC COURT: I gdon't. chink we ere 
going to incorrerate by reference all of 
the things that went on inthe Grant case 
in this case, are we? 

MR. KRUGHF: No, hut I think the 
point ia well taken =< 

THE COURT: What 

MR. KRUOTR: The 


PYOSpecctive purc:.1 


G3 


q 


6 


9 


10 


-anticipates buying at a private transaction 
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with the trustee would not necessarily 


offer in that private transaction the | 
| 

game price that he would expect to be | | 
the minimum hid in a public auction in 
| | 


this courthouse, and I think that the 
notice -- well, I daft know whether you 
want my arqument. 
TI'h COCRT: I think that's ¥ AMP 
4s in here, so that we can have & "person 
aggrieved" because Mr. Pancock certainly 
is not a person acgrieved by any failure 
to gie proper notice. Y don't see where 
that has anythina to do with Mr. Nancock, 
the fact that notice of the sale to which 
he was a party wag not noticed to 611. of 
the other creditors. 
Mn. KRUGFR: I may respectfully 
Gisagree. The notice that was given to some | 
creditors in this proceeding was given 
aleo to Mr. Vancock's counsel, “Mr. Kaveny, 
and that notice, if your Honor recalls, 


does not contain the words that ordinarily 
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appear in orders of this Court with 
respect to the sale of real property, 
namely, that at the time of the return date 
on the Order, the Court will accept other 


words are nowhere 


Tir COURT: All right. Y will assume 


that you argued that Mr. Hancock was misled. 


He thought that there would he no other 

bids, that there would he no reason at al? 

for him to apprehend that anybody niqht 

make a higher offer and «hat he brouqht 

his attorney to “ew York te be in court 

for the fermalitcyv to fe chserved. 

KRUGFR: 

Q Mr, Nancock, wren the actual public 
bidding hegan eurtroon, what was your attitude 


at that time? 


A I waa absolutely shocked, to put it in 


plain Fnelish. 
THE COURT: You thoucht you were 
Junt coming to New York to have the Court 


say, “Your offer iranrroved;" is that 
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THE WITNESS: Absolutely. 
CURT: You brought 4 
with you to hear that? 
THE WITNESS: Yes. 
TRE COURT: All right, go 

KRUGER: 

@) At the time that the public biddine bean, 
dia you change the price that you had agreed to pay for 
this prorerty? 

A Fell, at first, when a higher price was 
offered, my attorney looked at me for instruction and i 
was totally buffaloed. I just said no. I didn't know 
what to say. And then as the conversation proceeded, I 


thought well, no . certain ancunt, Put 7 didn't 


really know how hich I could ac. I hadn't consiccrea 


that. So we went one or tvo bids -- IT don't reme~ver 
which -~ y temper a little bit and I want 
to apologize to you for that, Judce. 
TET COURT: There is no apology due 
to me. It was an insult to the Court, I° 
moan, not to my person. 
TED WITNESS: Put anyhow, I 
indw what my re 


to drop out. 


A Pe gy CEM clin Se CMT ae 4 3 i ral ck lelatariel ate, ) oon seein emailed 
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BY MR. KRUGIR: 


Q Then what did you do after you left the 


A We went to the airport and started for 


home and en route on the plane, we got to considering our 


alternatives and our resources, and a& SOON as we 


landed at O'Hare Airport, I called this court, and I 


don't recall the cetails, but anyhow left a messace that 
I would like to offer a higher price, and my attorney 
subsequently scnt teleqrans confirming all of this to 
the trustee and to the Court. 
Q Are you pri:pared now to bid $725,000 
this property as your opening bid? 
sir. 
FRUGIR: I have no other 
questions of lr. Eanceck on this matter. 
MR. GALOWITZ +: ho questions. If 
your Honor please, I would like -- 
THE COURT: Let the record show 
that I call upon any party in interest to 
these proceedings to indicate whether they 


with to ask any questions cf the witnesss. 


Golenhach & Yarell dco nor? 


HR. GALCUITZS: That's sight. 


443a 
Yancock 
THE COURT: Do the truatees feel 
any useful purpose would be served by 
continuing with an examination of the 
witness? 


M2. YASSKY: No, sir. We have no 


MR. FRUGMP: Y worder if I micht eall 
Mr. Pinke!l to the stand. 


THEY COURT: If you want to call him 


as a witness, call him as a witness. 


(Witness excused) 
Rn z.Y FIN RFKEUM, called as a witness on 
behalf of the movant, having teen first duly 
svorn by the Court, was ervamined and testified 
as follows: 
TEP COUPT: Te seated, please. 
DIRECT EXAMINATION 
BY MR. KRUGFR: 

0 When did you first get into communication 
with Mr. FancockwWth reepect to the sale to him of what 
we might call the Chicado propert:? 

A I relieve I received a phone call frm 
him sometime in March, 


a) Did you cuter ints negociations wi 


4 


20 
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with respect to the various terns and conditions of the 
contract which is now Movant's Exhibit A in evidence? 


i 


A ' Yes. 


Q In those discussions and negotiations with 
Mr. Hancock, did you ever tell hin that the agreement 
that he was signing and the price which he agreed on 
as the price at which he would buy this property would 
be the subject for public biddine in this court? 

A Not in those words. I could explain. I 
told Mr. Hancock that there was always the possibility 
of someone objecting in court on the hearing date due 
to the possibility of peor in with a higher price. 

Q I'm not sure I understood. You said you 
told him that somebody maght object in court to the 
price? 

A No. I explained that the contract of sale 
was subject to court approval and that the possibility 
I could sce oF the contratc not heing approved was if 
at the tine yee was court approval, someone would 
come in with a higher price, object to the cale because 
they wanted to put in a higher price. 

Q You told him that this would then result 
in public bidding in the c7ure? 


A No, I did sot vlalorae any further chan 


t 


6 
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that. 


Tim COURT: Did you incdige in the 


assumption that the average person would 
come to the conclusion that thst might 
follow? 
TRE VITNESS: Yes. 
BY MR. FINKEL: 
O Put the agreement does not so provida 


anyplace, does it? 


A rE don't recall), 
Q Are you familia: with the aqreenent? 
A With the basic terra, yes. I'n not 


familiar with every passage or line in the aqreenent. 

Q Are you familiar with the notice with 
respect to the approval of that contract sent out by 
your counsel? 

A I don't recall the wording of the notice. 

0 Would you he surprirecd to find chat it 
makes no mention of the fact that other or hicher bids 
might be received at that time and that the hearing that 
was called is a hearing only for the confirmation of 
the application ari tir. Hancock's agreement? | 

A XY banically con't have any opinion cn 


that matter. 


x ri ic i ae ’ 
{ 
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’ Q You have no opinion on that matter? 
a | MR. GALOWITZ: Could I object to this | 
‘ | line of questioning? The document speaks 
| for itself. What this witneas's opinion is | 
: | or is not is wholly irrelevant to this 
| | 
vale | 


| procetding. 


. SHE COUNT: No. It's an attempt to 
9 | explain, I think, what appears to be the 
" gross ineptness of tir. yancock in under- 
i | standing what was the purpose of the 
\ 
2 hearing in court to consicer his offer. 
13 BY HMR. YRUGIN: | 
14 | Q Did you tell !tr. Mancock that you thought 
| 
15 that the hearing in cour: to consider his offer vw uid 
16 | be a routine one? 
| A t felt there would 12 no problems at the 
18 | time we discussed this, for the reason that at trat time 
19 | his was the only offer. The negotiarced price was in 
20 | line with the appraisal, and at that time there was 
a | no one else intcrested in the property. 
" Q Isn't it a fact that no one had been 
23 | interested in this prererty since thea beqinning of the 
| 
23 | proceedins, until lfr. Tarceck rade the offer? 
. | A That 48 not true. Ve have had numer us 


447a 


Pinkel ai 


negotiations, several that: fell through on the last 
minutes, and at the tine thet Mr. Hancock made his 


offer, we had another offer which was much lower which 


we turned down. 
} 
| Q What was the appraisal ;ice of this real 


estate? 


$650,000. 


9 
H Q What was Mr. 1a k*s bid? 
10 | | 
i A $650,000. 
* | 
| Q Did you tell him before he bid what the 
2} 
appraisal price was? 
13 
A No. 
14 | ; 
Q You just selected that as the price in 
15 | | 
| negotiatione? 
6 | 
an A No. Wa neqotiated the price. I told hin 
17 | 3 oo 4 
a that it was in line wich che appraisal. Tierezore + aid 
cae not anticipate any objection by the Court to his 
19 | 
\ purchase price. | 
20 | 
i Q after Mr. Hanceck entered into this | 
| 
mre 
ae agreement with you, did anybody else call you to suagest. 
I ' 
pe 1] | 
=| that they would like to buy the property? | 
23 | 
A Yes, they did. 
24 | 
le: Q What did you do with that information? 


i! zy 


wno called you? 
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A I received a call from Mr. Yernard 
Sussman, and be suggetea that he hed ac! lent who vas 
willing to buy the property. sla him at that time 
that -- I didn't give Mr. Hancock's name -- that we had 
alreacy entered into a contract with someone else. 
Q You did not tell him that he could core to. 
court and bid on chat date? 
Pi When he anked me what he could do, I told 
him that he could come to court «t the date of the hearing 
and object to the sale, and I suggested that he speak | 


to our attorneys. 


just object to the sale, not bid? 


To gapoalt 

to out »> pic. to do 6d at that 

(! you aver have occasion to discuss 
this acreement and tha proeceecinas in the court with 
tty. Kaveny, Mr. Manecock's counsel? 

aA Yoonly spoke to tir. Taveny once on the 
phone while on tre line with Mr. Notkin, who is 
counsel for Shea, Gould, and we discussed some of the 
terms of the contract. 

¢ In that conversation, did either you or 
Mr. Rothin inform Mr. Faveny that this contract would 


be the Lasis for public Sidding in the coucre? 
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No, Z did not. vee aid not. 


MR.KRUGER: I have. no other questions 
of this witness, your Honor. 
THE COURT: Any questions? 
MR. GALOWITZ: Yes, I have a few 
aestions, if your Honor please. 
CROSS-EXAMINATION 
BY MR. GALOWIT2Z: 
Q Did you have a conversation on May llth 
Hancock? 
Yes, < did. 
Vas this 4. personal conversation, teie~ 
otherwise? 
It was by telephone. 
bid you call hin, or did he call you? 
A I believe I cailed hin. 
Q Could you tell me what you said to hin 
and what he said to you at that tine? 
A At that time I told Mr. Hancock that we 
had received word that another party -~ 


THE COURT: This was on May 11th? 


-- had just informed our attorneys 


that they would be ccning into court for 


as ee ee 


icy cds edhe 


tw 
oy 
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the possibility o7 submitting a higher bid to 
purchase the property. At that time I 
suggested to him elther -- I told him 
that it would be a bidding situation and 
that either we could -- if he wants to 
authorize our attorneys, they could bid 
for him, or I suggested he or his attorney 
come into court on the hearing date if 
they wanted to stay in the running for 
the property. 
BY MR. GALCIWITZ: 
Q iow long prior to the hearing date did 
that occur? 
A I think: it was abkcut six aays. 
MR. GALOVITZ: I have no rurther 
questions, 
REDIRECT EXAMINATION 
LY MR. KRUGER: 
Q That conversation you had with 


Mr. Kaveny? 


A Mr. Hancock. 
Q That conversation took place on May lith? 
A Yes. 


Q You told him at that tine that ne shoule 


Pinkel 
come to court prepared to bid? 

A I told him that either he could authorize 
our attorneys to bid on his behalf, cr he or his 
attorney Should come in at that time to bid. 

MR. KRUGER: I have no other 

questions of this witness. I would like 

to recall Mr. Hancock. 

MR. PELLER: May I ask one or two 
questions. 


EXAMINATION BY MR. FELLER? 


Q Mr. Finkel, had the closing of the sale 


been consurmated? 

A No, it has net. 

(@) Vhen is that closing conta nplated? 

A It was contemplated for June 25th, tut 

been postponed due to this hearing. 

Q Has a closing date been fixed? 

A Not yet. It's still open at this point. 
MR. PELLER: I have no further 

quetions. 
THE COURT: Ia that all of Mr. Pinkel? 
MR. KRUGER: I have one more question 


for him. 


BY MR. MRUGEIR: 
Q You said that vo) vere somewhat familiar 


with some of the terms of this agreement. I wonder if I 


might refer, since ycu now have discussed the question 
of a closing on this proeperty, to pace 2 of Fancock's 
Exnibit } in evicence and ask if you can read the 
words “tinal order” and the definition of them that 


appear at the top of paga 9. 


A "The words ‘final order’ shall mean an 


order issued by the District Court having jurisdiction 


f ths preceedirgs ¢ reorganization of the 


seller, number 745 614-002, inclusive, after notice 


by the neans enc to ths parties ces -d by the 
District Court and a public hearings 
District Court, at which time to arpcal os 
appeal has expired, and 
lecel authority to enter into and to observe, fulfill 
and perform éll of the tems and conditions of this 
contract and the option agreenent.” 

Q So it is your understanding, then, that 
until there 4s a final, non-appealable order of this 
Court, that no closing may take place? 


A My understanding was that once there was 


an order, a closing coui. tate place, excepc that it 


+ 
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was open to appeal after the order is entered into. 
MR. KRUGFR: I have no other questions 
of this witness, your "Uonor, but I would 
like to recall Mr. Rancock. 
TUE COURT: Ald right, thank you 
very much. 
(Witness excusec) 


HANC OC &, recalled as a witness, 


having keen previously duly sworn, was examined 


further and testified as follows: 
THE COURT: I remind you, you are 
still uncer cath. 
EXAMINATICH BY 7‘R.. KRUGER : 
0 Did you on Mas Lth have a telephcna 
conversation with Iir. 
A I might have. 
you or didn't you? 
WITHTHE SS: have no idea, sir. 
TIE COURT: Do you mean to say that 
in a matter of this tyre, you can't 
rewember back to May llth, as to whether 
you had a convereation with Mr. Finkel 


this fairly larqe transaction? 


a 


ae 


conversations with hin in that week. 

Q Ts it the date you are unclear about? 

A Yes. It might have keen a Tuesday, a 
Wednesday or a Thursday. I did have a conversaticn with 
him the week before we cane here. 

C Did he in that conversation alert you 
to the fact that there micht be someone else interasted 
in the property? 

A Yes, he did. 

Q Did é shat conversation tell you that 


you should either core to this hearing cn the 17th of 


May prepared to bid, « ‘ mir attorneys prepared to 


bid, or authorize 
your behalf? 

A Yo, he did. act. 

0 In any way, hare or form did he 
suggest that at all to you? 

A He said that he thought someone else 
might b2 here to object. I's did not give me the ranes 
of any partics who might -- 

T.T COUNT? ve didn’t specify the 
grounds on which that objection night be 

ba sed? 


Cogie » 9 + ete 4d 
That's right. 


* et a a ea a 
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THE aT: Khat elee did he 


teil you? 


THE WITNESS: To the best of my 


knowledae, that's ali that the conversation 


there 


into court 


CTH OMT TT 
Vib ew stiuaryne 


A 


Q 


objecting 


substance, 
material. 


MR. 
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' 
{ 


you gave only Mr. Pinkel's side of the conversation. what 


questions did you ask of Mr. Pinkel in that conversation, 
in addition to the one as to who the prospective other | 
interested party might be? 

A offhand, I can't zecall asking any other 
questions. I might have asked what hour of the day this 
hearing was Zor, or something alonq that line. 

MR. KRUGER:2% have no othor questions 
of Mr. Hancock. 

THE COURT: Does anybody else wish 
to exanina the witners? 

(Ko rezponce) 

MR. KRUGER: I would like to address 

myself to cha insite acics Crom tha facts, 

which I think are now, at lessee co my mind, 

tn conflict as bicwoen roDrecsencatives 

of the trustecsa and the epplicernts as 

to what the natuce of tho conversation 

wag end what applicants believed to be 

the circumstances upon his arrival in 

court on the morning of “ay 17th. 

MR. GALOWITZ: Prior to eny argument 
baiac mcoeéa, theese in one ether tt oc 


evidence that chould come in. Trere is 
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an affidavit before this court of Mr. Rotxkin, 
who is an attorney from Shea, Gould, who is 
sitting in court, and I don't know whether 
your Honor thinks it would be necessary 
to call him to the witness stand to testify 
as to the substance of his affidavit. 

It is to the effect that he had a 
conversation with counsel for Mr. Hancock 
approximately five days prior to ths 
hearing and he advised him the fact of 
what would cecur at the hearing and he warned 

sebatence 


COURT: Have you seen the 


KRUGER: Yea. 
Are you willing to 
etipulate that if Mr. Rothtin testified, 


he would testify according to the tenor 


of this affidavit? 


MR. KRUGER: I would like to ask 

him a question, though, with reepect 
his conversation, if I may. 

THE COUT: You don't so stipulate. 


Then do you cail him as a@ w.tne: 


MR, KRUGER: Yes. May I cail hin as 
a witness. 

GITLeezrRres ROT XIN, called as a witness on 
behalf of the movant, after having beca first 
duly sworn by the Court, was exanined and 
testificd as follows: 

THE COURT: All riqht, sir, be seated, 
please. 

Would you qive the reporter your full 
name, your residance adcress. 


TPF WITNCSS: Gilbert E. Rotkin, 


211 Thompeon Streat, New York City. 


DIRECT LXAMINATION 
BY MR. iMUGcrR: 

Q In your telicphone convertation of May 12, 
1976, wnich is refarred to in your affidavit whieh has 
heretofore bean submitted to the Court -- and I just 
diseloco for the record that I ought to have it marked 
as Movant's Fxhibit 2 in evidence. 

(Affidavit of Gilbert ©. Rotkin 

wasmarked Movant's Exhibit 2 in evidence) 

Q -- did you indicate to Mr. “aveny 
thet there would ba public bidding in hia ecurt with 


tespect to tha property? 
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A I did not use the words "public bidding." 


I said someone might come into court and offer more 
and might take it away. 

Q What did you assume if someone came into 
court and bid more for the property? 

A Quite frankly, I didn't know what to 
expect because I had not been to any hearing lixe this 
before, so I offered no opinion to anybody about it. 

Q You did not suggest there woudl be 
public pidding? 

A No, I did not use the words “public 
bidding.” 

Q Merely that they might take the prope*t 
away if a highor bid was mace? 

A That's riont. 

Q Did you anticipate there would be naw 
negotiations for a higher hid dn a new contract? 

A No, I did not use those words. I arts~ 
cipated that we would use the same or substantially 
similar contract at the higher price, which was accepted 
by the court. 

Q Mr. Rotkin, did you pwpare the notice that: 
was sent to certain ereiitors and rarti-s calling fcr 


the hearing of May 17, 1976? 


i 
i 
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| A No, I did not prepares it. 

'R. KRUGER: I have no further 
questions. 
THE COURT: Any other questions? 

(No response) 

THE COURT: Anything else on this, 
Mr. Kruger? 

MR. KROGER: Not by way of examination 
of witnesses. But I would like to speak 
to the issues involved. 


TRE COURT: First, who appears for 


MR. EVERDIT: I. do. 


THE COURT: Do you wish to present 


MR, EVERIMST: No. Var have submitted 
@ bricf and cur positicn is stated in the 
brief, your Honor. 

THE COURT: IY read thea brief and I 
was intrigued hy the fact that there is 
no application. It incorporates by reference 
the ilanceck papers. An allegation is made 
in the puners t'its c'T maeht heve cona cut 


to solicit oth-r tLidders. Ia this s0? 


4 fr 2s 


' 
' 
} 


MR. EVERETT: My understanding te). 
that is correct. They may have, your Fonor, 
but I do not know. 

THE COURT: Do you have an affidavit 
from anybody in AMF that in these circum- 
stances they do go out and solicit higher 
offers? 

MR. EVERSTT: No. We could oftain it. 

THE COURT: I'm intriaued at this 


because, as I unceretand it, there is about 


$250 million of debts, and 


creditor for about $160,000, which means that 


Zf the Pancock 


bring in 


Revt: It’s my understanding 
that the Hancock offer, the new offer is -- 
THE COURT: And it’s appraised for 
$650,000, but somebody mace an independent 
judgment in AMP. 
MR. EVERETT: I don't know that. 
But our understandina is thst Hancock is 


now coming in vith a $723,000 offer 


which is his totte:s orice, and he'a wi 


to go higher. 

TRE COURT: Ras anybody in AMP come 
to a conclusion, though, as to what it 
thinkea would be a bisher figure that 
conceivably might cone in? Kas anybody 
in AMF looked into the factual background 
of this matter? 

MR. EVERETT: That, I do 
your Tonor. 


THE COURT: All right. 


Mr. Krucer? 


MR. PRUGTR: Two things, your Honor. 

First, vw: have prepared u memorandum 
of law which I would like to submit to the 
Court this morning. 

I would like to comment on the 
proceedings with respect to the sale and 
give you those reasons which I believe are 
cogent and reasonable ones why the eale 
should be set aside and re-noticed properly 
under the provisions of tha Bankruptcy Act 
and Rules. 

Tite COURT: Pircst, let's co to the 


allcged impropriety. What Go you claim is 


the impropriety? 
An order was made directing notice 
to certain identified individuals, correct? 
MR. KRUGER: That is correct, your 
Ronor. 


THE COURT: And the rule says that 


the Court can provide for notica other than 


for to all creditors? 
MR. KRUGER: That's correct. But in 
this proceeding; the notice itself and 
tha applicaticn with respect to which 
parties were to receive notice stated that 
tho notice would so to those parties who 
had appeared in this proceeding, your lUonor. 
AMP is a party which has apreared in these 
proceedings. It did not cet notice 
of it, and unfortunately thoir counsel 
present in court today is not aware of 
the facts which I am aware of, that AMP 
has identified another buyer for this 
property who is willing to come in and bid. 
THE COURT: AMF has identified another 


buyer? 


anything about it. 


MR. EVERETT: XY should hava told 


you that the attorney handling this is 
actually oa trial din “Mineola. 
THE COURT: If he is too busy to come 


dn and handle this case -- 


MR. EVERETT: It's not a question of 
"too busy.” e's actually ergaged before 
Sudge Wilkes in Mincole and has >oen there 
since last Monday and he is there today, 
go that in the sitiation here. 


Tim COURT: Go on, Mr. Kruger. 


PRO RRVCES: As I said, the notic, 


that wes actually qiven vas not 2 notice 
that vont to all who had apreered 
in this proceeding. 
THe CCURT: Let's shortcut this. 
Mx. Yassky, would you put on the record 
thea determinant factors that decided who 
would get notice of thease procecdings? 
MR.YASCHY: Yes. As your lonor is 


aware, there are over 9,090 crecitors in 


ON 


sedinc, ts havea had aoriications 


on various macters of at least equal 


importance to this for the past two years, 


maybe on a weekly basis. We have been 


sending notice to all persons who filed 
statements under 210 or 211 of the Bankruptcy Act 
or any parties to the particular application. 
So that we have been sending notices to 
all parties who have evinced any interest 
in the proceeding by appearing here 
throughout the two years or who have 
filed statements under 219 or 211 of the 
Bankruptcy Act. 

Nut we have not sent notice to 
avery creditor or shr sholder of every 
application hecmisse the costs would be 
prohibitive in tho truste s’ Judgment. 

Im. KRUGLRs Acn'* coukt Ae, 
your Foner, and Y'm not here *o suc tect 


that Mr. Mancock's complaint is with the 


number of creditors who received or did 


not receive thir notice. 

TIE COURT: Whet is his cenplaint? 
Does he complain that he vas not aware of 
the fact thet there might be other bidéersa? 


a eu 


clear from the testimony. 

THE COURT: The testimony esctablishes 
that Mr. Kaveny was told scmebody elas 
might cane in and bid. Mr. Nancock and 
Mr. Kaveny were told before the case was 
called that there was another bicder. ve 
have competent -- 

MR, KRUGER: That's not what they 
were told. They were told there was 
semebody else intcrested in the property, 
and in point of fact at the actual 
hearing which tock place in this court, 
as the transcrint comonstrates, it was 
only that the eppliication had to ba amended 
in order to permit tha public bidding that 
took place when Dominick's Finer Foods 
Started to bid. 


Mr. Kaveny and Mr. Hancock care 


to this court, «8 well they miqht,having 


received no information from anyroady prior 
to that time other than there was somebody 
else interested in the prooerty. Py the 
VU¥, & NOotc-tine In Vent, 


transactions 43 to tell enrehxdy who haa 


juet purchased a piece of property for 
$650,000 thet you just mada the greatest 
buy cf a lifetime because we got three 
other buyers today who hid a lot more 
for it. Dven under thos2 circumstances, 
i. tnink =~ 

TNE COURT: tir. Hancock is complaining 
thet he didn't get away with a theft? 

M2. KRUGER: No. I wish your lonor 
permit re to jus 


TI™m CCur®: Go right ahead. 


mR. RRUGSR: He is complaining about, 


thet nobody ever told him that 
nd his nurchsase price which 
the equivaicat of tha appraisal of this 
he basis for 
court, nwiber one. 
tumber tro, that the Notice of 
laaring which was sent out and which he 
received vio his counsel also did not say 
that other or higher bids would be 
accepted. 


Thirdly, «hen 


courzreom for the proparty, he was totally 
unprepared to bid. After all, ae your 
Konor recognized, the sum of $650,000 for 


an individual purcnaser is not an 


insianificant amount, and I think quis 


preperiy, under those circumstances, that 
_maybe a greater croortunity tran that which 
even the Court gaqdested, perhaps 4 15-minutc 
recess might have been appropriate. 

I think if there was to be public 
nkddinag in matters of this size, I realy 

rencock was entitled to 
jnow that, 
his appearance? 3: 
to <rat and properly propesce 
ink, quite frankly, he 
ag trat at the inccy 

hig negotiations with wre, Fankel pecause, 
in a sense, when & purchasar cones along 
and sigas an agcerre it for the acquisition 
of real property from the ertate of a 


bankrupt in 4 reorganization, he 


. - 
2 “ ° 
pan ; 


which ha is necouiating, and if 


ground rules is that his purchase price and 
hic contract is merely the floor for bidding 
that is going to take place subsequently, 
then I would subait, your Nonor, that an 
intelligent prospective buyer for this 
property would not offer necessarily a 

fair and reasonable price for it, ora 
proper price for 4¢, but perhaps a lower 
orice for it on the assu7ption that he 


t be prepared in court when ethers 


come in to bid to raira his price and to 


or or a folid and proper considcration 
nearing before the 
Court as it was 


one co believe 


adequacy of consiccration 
expected that thers would have been te6ticcny 
on that cay or: an appraisal subiitted to the 
Court beforehand, usually in con 
that the prospective buyer coes not know 
what the appraisal said, submitted to the 

he aatiaty 


propey judicial Gaic, 


that the rurchase price offered ia in 
conformity with the true value of tha 
property. 

X¥ think this is a. far cry from an 
individual who signs a contract, nobody informs 
him of the su the feet that isx‘a gein¢g 
to be the basis for public hid *; he 
comas to court unerreparad te find hinself 
engaried in public biddinc and, quite properly, 
tho trustces incicace that, all of a 

den, they wero surprised tnrat there 


was going to k. pubiie bidding hbecaus 


came tine they didn'+ 
indicate at that tine that they were going 


to have a higher neqotiated or set 


by a public auction in this ccurt. 


I think that the words that 


tyes 4c 
ee bo 


has those magic words, and without those 


magic words, I believe that t! apolicant, 


who Was a 


me penance 
é 


20> e 


Ne de wrewdn V 


does not indica. "Cit icits Of 


netice that they migh soms to court and 


findtall in this cace vor : Vormin.c! 


hasn't been. I refused to stay it. 
MR. KRUGER: Under the terms of 
tho agreement entered into by the parties 
a closing could not take place until a final 
order, non-appealable order of this Court 
head been nade and, quite frankly, 
order -- 


TEL COURT: Nas an erder been entered 


re order of the Court 


has been erpealea, your Honor, a3 your 


Honer knowe, anc i con't belicve that a 
elocing can tale place until tnat appeal 
is sottied. 
tay cvcat, it would appear 

to me that there not having -tcen a closing, 
no harm woulc cceur, certainly to this estate 
or to its cx vitors, all of whan would benefit 
by a resaio of this property, if a saie was 
scheduled on proper notice to creditors, 

belicve the proper notice pericd is 


ys, a8 weli as “Mr. Kaveny and Mr. Hancock 


to this Court 


to participate in a public auction. The 
only thing that we know would result from 
that is that the estate of the debtor would 
be enhanced by an amownt not less than $40,000, 
and I have infermation, which I'm sorry 
IMF's counsel cannot confirm here today, 
tha: AMF identified other buyers, your 
Roner, and ouita frankly -- 
TFE COURS: No. I called on AMP to 
qive me the factual tasia for that 


statement. I mean, when this record goes 


up, it’s not going to qo up uncontradicted 


that AMP does have huvers in the beckeround, 
Me. Krucer. Tf you want to make that the 
subject ratter of evidenca, put on corpeccnt 
testimony to that «ffect. 

MR. KPUCrR: I will not make that 
the subject rattecr of evidence, your 
Nonor. put it vould scem to me that when 
you sell a retail store in a tusinees that 


has been engaged in business, in retailing, 


that it would not ke tnappropriate to 
allow nmnanufactvrera vho sel: to retailers 


Che Gnperrun ey to now : 


60 they might find out if their cuctoners 
are interestod in what may he a valid 
Salsa. 

THE COURT: That's entirely 


speculacive, 


MR. KRUG: 
although there are 9,000 creditors, 
perhaps a notic. to craditors in excess 
of $109,000, which would curtainly have 


cut the group subcraatialily, would not 


have been improper or inadvisable in a 


situation of this 
Showing -- 
iiss lancock cenplains 
that notico watn't sent out sco that competicion 
could case in to txy to cutbdid hin? 

MR. IvCsns No, he is not making 
that corplaint,: £ 2n marely raking the 
point that that is a benefit -- 

heat's what AY says. 
KRUGER: No. That would he a 
benefit that the estate o”% the bankrupt 


et i RN ee ae 
SPS Oro (not tere 


Group of creditors. 
TED COURT: But Mr. Eancock is not a 
person eggrieved. 
MR. KRUGER: De is. I will be happy 
to submit -- 
TER COUr?T: How vas he aggrieved by 
failure to send cut notice to other persons? 
MR. FRUGER: He wes agoricved by two 
reasons: a proper notice to him to inform 
him that there would be other end highe 
epted inthis court. All I'm saying 
is thet there ere benefits to te derived 
from a sale, ® yreper public sale in this 
courtrocn, and thare will be no detriment 
by anyhedy ané that, quite frankly, 
the fact that there is a dispute 
Gancock and ?ir.rinkel aa to 
what each.cf them understocd to be 
happening here on the Gat: in court, that 
a propur way to preserve and protect the 


integrity of a judicial sale is to set 


aside the prior sale and new conduct 4 


Hanecck «-- WoO, a Scr 


all, is entitled to 30me consideration in 


So an) aaced tee 


this proceeding, having made the criginal 
bid, having negotiated the contract, having 
now come to this court three times and 


never been able to participate properly 


in a real sale of this property. 
I think thac is not unroasonable, 
would benefit and no one 


would be disadvantaged. Ths only one 


who mighs ba disadvantaged would be 


a 


Sominick's, and I would submit the 


Gisadvanceqa to thom is not a disadvantage 


to them but, rather, that if they are to 

prevail under taccse circumstances, they 

would theorely find chenscaves having 

reenived wha ‘onlea svagest is a windfall. 
tenor, Cith retec=¢ to tie 

standing of 71 Haneoek to ceuplain in this 

proceeding, there is an Lighth Circuit 

case of scmeviat cimilar circumstances 

where Mr. Franceck or some applicant like 


him was deemed a person aggrieved uncer 


39(c) of the Statute and with a right to 


ecooriain ¢ Pa vuemee nis cilia oh ota 
we tb me ee « P aN Nae tow “ 


lo 
tad oh oh - . te + mt 


the opportunity to set aside hearing 


and prosecute an appeal under these 
circumstances. 

I would respectfully request that 
the Court set aside this saie and that 


the trustees be directed to send out a 


notice to whatever number of crecitors or 


proper parties the Court deems correct, 


based on a showing by the trustees as to 
what they deem correet initially, and that 
that notice indicate clearly so that one 
and all who receive it would know that 
there is to be public hidding for this 
particular parcel of property and that 
there will now te a minirum upset price 

of $725,000 which v e offered by 

Nr. MNanecock as the: opening Pb - public 


auction. 


I think that could he acconplished 


promptly to no one's A€isadvantace and to 
the edvantage of the estste anc its 


creditors. 


MR. YASSYY: On behalf of the 


trustees, Twovl't Like toe acd a couple of 


facts to the recerd. The trustsss obvicusly 


seh neat: NE OEE CO IES ELE ODE HA MN 


ms adage, a ban” oth rr - wot, 


are not sdveres to getting mora money. 
ene COUNT: Teta thety ducy to 


aqgareqate as large an @state as proper, 


in accordance with the proper ruie3 of 


substantial qurtice. 
YASS”’¥: As we understand the 
thrust of Nr. hancock’ s arqument,. it is 


that he did not rraocive ademiate notice 


thet there would be competition for this 


proverty and that hs could he ouchid at 


we think «he record mares 


ahindantly clear that that’s not 
er -_——- 
TH Coun 


yRerreve, 


as 


receivad notices nied was orepared. 

“a the sotice thst 
was sent ont on the sale, this proverty 
eis sercht to k« cold by the trustees for 


almost two yenxa. T think it can he fairly 


said chat any interested marty in the 


ort ten CM anco ro GA Ae qt. 44 He dn 


hearing that went out was not for the 
purpose of soliciting more indications 
of interest in the property. The trustees 
certainly felt that they had done their 
duty in that regard for quite sane tine. 
As I said bafore, to send tle notice 
to all parties certainly woulc not be in 
the best interests of the estate. 
M2. KRUGER: If I may for just a 
moment , MEe Yassxy says that the record 
is clear with recpsct to the fact that 
there was notice that there was going to 
ba a public sale. Ve just had on the stand 
one of itr. Yasexy's aesociatcs fron his 


own law firm who was tha cone who told 


Mr. Kaveny that there was another 


prospective person interested in the 
property. lie dida't uncerstanc that there 
was going to be public bidding in this 
courtroom. If he Gidn't uncerstand chat. 
how would Mr. Eancock uncerctand that? 
THE COU: By reason of the fact 
~ 1.2 


clearly that on ay lith he told Mr. incock 


that it would 


Yhen Mr. Fanceck was ‘cssceé, he dust had 


no recollection. Ve dien't ceny that that 


took place, anc J fird dt drerccible that 
4f it hae keen tole him, he woulda’ ¢ 
remernber it. 


athe} dana dee 
nTEN@ B50 sheet 


ir Tinkel testi! 
ey PcCCtrc Tie MminG will] show 
whaot Mere ke) neiif{iced eo, 


*y other than 06 


HR, PTET 


ase 


have been testified 
for thonselvcgs 
arpplicetion 


that aman, after 


~ fe “i 9’ 
ogee \ 


to occur in court, Jecicded to chanse his 
mind, and @ter the presence and after the 
opportunity to make a particular bid at 

court was amply siven to the man where he 

was advised of it six days prior to the court 
hearing exactly wiac might tale place in 
court, his attorney was again advised five 
days prior to tnut tine, there were 
CONVEerBaLions thet took place our in the 


corridor. 


The traascrapt abundantly indicates 


that the Court tine after tine gave him 
the opportunity toc consider what he 
wanted to co, to a:k for acditional time 
it ru folv that it wae appropriate to 
aek for acditicnas time, and i.e declined. 
te firey. went up by; I tidak it wea, $25, 
Or some anount. The ofier was then increased 
from $10,000 and then he declined to go 
Q@uY Lurther at thac tine. 
After amplo consiceraticn, after 


being offered the opportunity of the 


indication of a man wh 


that tisnsc that this 
joing to 
hicudo, 


he tried then to 


4e wae 


s 


Jane acing back to 


‘¢ of view 


cone 


otice 


Put an 


auction session, I don't think that's 


what occurred at all. I personally vas 


rrecent and, an T recall vhat took place, 


4¢ was cvactly in accordence with the 

netics to the Court, thet a deternination 

yag made whether or not a nerticular 

ehoult be aprpreved by the Cc he principal 
considercticn tat. t Court rc vas the 


rdecuscy of 


pig 
ne hetter evileer 
vrow of, cr ty 


than enother irflivicual that’s rrenared 


ali that 


eof that, 
tuct bristly one or two other 
Cements. 
ateterants that he was 
unaware of thic to sae conversation six 


ree f py 


court from Chicaco to pick up papers. 
I dent do business that way and I rather 


' 


doubt whether ‘ir.!.encocr docs tusineas in 


Just one otrer peiat..ne question 


wae anked as sO why we have net cleerd 


ave prepared to close title to tie 

sroerverty. Ve heve the capacaty aud ¢he 
i P ‘i 

HACEY ti. 24saeuine agi eement 


to close beeauce wat ag rcurent provides, 


é ¥ <_< > é 2 eo 
wii | he LO G; “ “ a hiwwee a2 ¢.r8 

‘ 
F oy ~ - 
0 6 Gtk bee Pe ae * ra u a es 


court. Stey:, I tn..exrstan, heve been 


applicd for and ried. As far as i €m 
concerned, the pertits exe perfectly 


a » * % <« . , * ae > 
cone it ac this poinsk, enc that . & 


Nyan in thut we aid rot 


courtesy to Judce 


want to proceed with 4 sale -- beth the 


trustees’ counsel anu myself did not want 
B 


thease motion 


to proceed to 4 calé when 


& ¥ Fe 
4 é 


aye 
ay mba 


Wile 


tir. Peller. 


ney 
beése 


witnassing tie <.¢- 


tha arc porhaps 


emoticnal con 


focused their avi_ntion away from what is 


lieve that iv's at ali 


ts 


Soe Lé of Mr. 


record is 


The fact 


che hearing on May 17th 


I think, if anything, 


thei, at least that. 


indicates 
Clr: is he vas at 


reooexrk when 


ilu upon as to whethes 


: ae ¥ . 
he Was .ihaidy Cicseun 


he wished to incresse his offer. 

MR. FELLER: I recall that statement 
and, of course, I her a representative 
of the Canzission, adcressing myself to this 
issue, certainly don't represent “r. Nancock; 
I don't represent Lominicnx's Finer Poods. 

I do represent «..c¢ public interest here. 
1 co represent irs larger estates, the 
many crecitors, rary stocnxnogicers having a 
pecuniary interes: in this astate, and of 
course a6 Vir. Yassxy has indicated, the 
truatees are nex iaversa to iringing rore 
monios iats this ¢ state and, cf course, 
anor is siniliarly not 


es into this 


The £acc of she matter is that a 


jJucicial sale in not finalized until an 


order io entered, anc whatcver the 
reason may have i<ccn -- 1 don't know; I 
can't prcbs into itr. Hancock's rind. 


I don't think your ionor could ie did 


and, I would asaume, able to increase his 
I co not knew why an order was not 
centered. I do think that the estate, the 
ereditors and the stockholders over here 
should not te Ccnrived of the additional 
ctnsiceration ti.at could }2 had in the sale 
5s has I<cen incleated, 


upset price. It may 


I do not 
be prejudiced, 


ether than the sctnte iteeit, were this 


successful 


in this 


8 Court Of 


Noninick's 


the Cou ; § coust of enuity. I GAinx 


os have co waigh 


together with 


shortcut 


St, though. There 4# a claim of inadequate 
notics. As I axpleined, that notice is the 
notice wa have been using in meny important 
mattacsk. rt ia notices that soes cut to 

tha pergonn who hava participatad meaningfully 
dn the reorqanirution preceadingy to date. 

Tt would 52 an absurdity to sand out 9,000 
netices every tine anything of importance 

was to takes place in the estata. The 

motica was entirely proscer. 


though He. Rrugar wants to 


tneorrorvate by gaferenca all ¢he le 


form books, thevo ova only t*o, Col)! 


and Render's, thet are of say einen: 


a hearing en an ofccr te 
is wp eithar to ke ented or not, and 
eno of tho reatens it will not ba 
accepted is if a hisher bid 

ell that happened hora. e's chat 
simole. 


MR. FELLTR: May continu? 


. PELLER: I cannot agree more 
with the Court. I think i¢ could be 


precumed when a matter is up, aA piece of 


property is up for judicial gaie, the Ccurst 
is, in effect, the seller of the property 
and is obligated to realize the highast 
bid, and the fact of the matter that 
Mr,Hancock may have peciaps wished that 
another bidder would not have come in would 


certainly not preclude the Court to take a 


higher bid at the hearing. There isa no 


avestien abcut that. 
THE COUNT: All right. fo then why 
tense bid bo eccepted, 
3% davn to this? 
"7: Tha hichor bid, it would 
appear, should not ke acezcted over here 
in view of the fac: that tho coatract-76n%.3 
who appoared et tat hearing, Mr. Rancock, 
was confused. 
THE COURT: How covld the man be 
confused? He was met outeide tha door 


* 
COACCNe Vas 


nak <ype conLusion? 


MR. PELLER: FY am not here on behalf 
of Mr. Hancock. He did wire tho Court. 

THR COURT: It door require a 
competency hearing. 

MR. FELLER: Fe did wire the Court, 


he did advise tho trusteca on the same data 


of the hearing, prior to tha entry of an 


order. 
eye CCUNT: Rut asp fir. Galowit2 


points out, if v2 “cre to do this ever 


time wa nave an auezion sole or eny othe 


of dudiefal caie, any time anybody 


hons end coriceas *o second-suess, they 


Just call up tho Court or sand eelegrs 


and ¢h2 cucean.ivl rayor $e then Geprivcd 
of his gain. To eis a very sanpie 
proposition hore. 

MR. FELLUR: if I may, the Court 
had indicated thet ft is rot too desircus 
of hearing wrat had transpired in the 
W. T. Grant hearing. 

TIF COURT: I was there for a couple 


qttwe- 


rs on tly “My days that nig esa? 


MR. PELLFR: XY can feel impelled to 
advisa the Court of something thatoccurred 


én that case, because it wasn't -- it did 


favolve -- 
TRE COUKT: Ya thet where an offer, 


though, wont from about $40,000 to several 


nundred thousand? 

MR. PELLER: An offer was cubstantialiy 
inereasaed. 

THE COUNT: Y am familiar with the 


tT read the decision by Judge Vyatt 


f**4yminy Sudqa Calgay because Judge Glgay 


hed caid, “Look, this gale is not final 


sion an crdor." Ags opposed to thet, 


er 


% said to Mr. Hancock govers] tines, givirna 
him fair warning, sad then I cencluced tha 
zs my intention that that 
rale be concluded then and there. In the 
Geant matter, Judge Galgay expressly made 
known that thore sales vera not to be 
complete until he made an order of 
confizmation. I am familiar with the 


preblem in the Grant Stores case. 


over here had a similiar provision, that 
the sale would not be final, indeed as is 
law,until an order of confirmation is 
signed by the Court. 

THE COURT: Not an order. Getting 
court approval. I think I clearly approved 
the offer of Dominick's, and the order of 
confirmation merely implemented that 
approval, that approbation. 

I don't mean to cut you short, 

Mr. Feller. I'm trying to discuss with 

you. I know that you have been here 
representing the public interest and you 
are a true amicus curiec. Mut I have taxen 
the opportunity of discussing with you cach 
of the points ag you brought them up. 

MR. FELLER: I appreciate that, 
your Honor. 

I would just, in conclusion, add 
that as far as we could ascertain the 
law on tha situation, a finalization of a 
judicial sale is not accomplished until 


thera is en entry ~*% en ordyy of concirratica. 


A highest bidder at a judicial sale is merely 


in effect a proposal that that offer will 

be recommended and until the Court actually 
signs that order, the macter is still subject 
to reopening, and I would think that under 
the circumstances over here, the equities 
would tend to lean in favor of the larger 
community of interests that would certainly 
be interested 

possible for tho sale of this substantial 


piece of property. 


THE COURT: Ali right, Mr. Feller, 


I have given that full consiccration. As 
I indicated before, it's a difference 
of $40,000 in $150 million estate. 

HR. KROGER: Just two things. One, 
Y think that the $40,000 diffurence really 
should not be the determining factor. 
Frankly, we are prepared to bid substantially 
more than that, should there in fact be a 
public auction of the property. I only 
yanted to gay two other things, and TI will 
have said my pivce for the day, I think. 

that 


12t know wnat this transaction 


Wag in the courthouse, anc I now gether 


the representative of Golenback and Barell 
@idn't think it was a public sale or 
public bid, aither. In point of fact, 

in the transcript, your Honor, Mr. Yassky 
says that he would like to make it clear 
for the record that the trustees have 
entered into this agreement in good faith 
with Mr.Hancock and certainly would abide 


by the terms of the contract. 


"Fowever, it is certainly a subject 


ef this Court's approval and with the 
hicher offer presrnted to this Court today, 
I believe that the trustees have no choica 
but to accept tho hisher price. ” 

Mr. Yassky obviously did net come 
to Court prepared to find public bidding 
and then, your Fonor, after Mr. Yassky's 
remarks, went on to say that "lr. Yassky, 


I am prepared to approve your application 
oa 


and to amend this hearing to one to accept 
the offer made by the vrincipals represented 
pee 4 n 


Far Gate nhac . ey 
Dy VO.RN ACK oh. peroll. 


seagest tnet all of that 


indicates that really no ona cama to this 
courthouse that day expecting there to 

be public bidding on this property, 

least of all Mr. Hancock. think, 
therefore, that hie intcrests and that 

of the court as vell as the 

~ think enough has been eaid on their 
bchaif by the represontativas of the SEC -~ 
that this sale should he set aside and it 
should be opened to proper bicding and 


proper public 


TNE COURT: To set aside this 


would work a travesty of 
opinion. entirely 
notice was given. Anybeocy 


vould have 


credit Mr. Finsel's 
Mr. Hancock on Ney lith trac 
be another bidder in the offing. Further, 


before Mr. Hanceck and his attornty entered 


gale he was given entirely adequate notice 
and an opportunity to consider if he wished 
to meet the higher offer. It would work a 
gross injustice on Dominick's if this sale 
were to be set aside. 

I will ask you to settle an 
appropriata order with mccinct findings 
and conclusions. 

Off the record. 

(Discussion off the record) 


MR. KRUGE2: May I recuest until tha. 


order is issued end approved by the Court 


that no closing ro had and that the 
rties be stayod from precceding to 
closing pending the entry of that order? 
Yo. Application for 

stay is denied. 

2. KRUGOR: Could you endorse that 
perhaps on the reverse? 

THE COURT: You don't need it. You 

can get the minutes out overnight. Mr. Metz 
will be very glad to trenecrike them, and 


you don't nee’ a written order to taxa an 


appral. 


Thank vou, your Honor. 


until the minutes are prepired? 


TEE COURT: You con't need one. You 


can run right up to the District Couz 
Will yor note for the 

record, I would likes to be present he 
Judge Cannella on that and I would request 
Mr. Kruger not to appear ex parti on any 
application for a stay. Is that agreeable? 

MR. KRUGER: It's my intention to go 
right now, directly upon leaving the 
Court. 


The mattior was closed) 
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(Case called.) 

MR. KRUGER: Roady, your Honor. 

My name is Lewis Kruger, a member of the firm 
of Krause, Hirsch & Gross, counel for the ap Licant in tne 


. ‘4 zs - ze vi ae r ia +. ‘ f “em 
hearing before your Honor this afternoon. 


By way of background I will try to Summari<z 
the facts in aS short a fashion as I can. Our elient, 
John Hancock, an individual, net the insurance company, Dut 
with the same name, entered into an agreement to acquire 


a store under the Trusteeship of Interstate Department 


\ 
ote 


Stores which is nriow in a Chapter X reorganization pending 
in this court. 

in that trensacticn the Trustees 
counsel, brought on an application to confirm the sale of 
the property to Mr. Hancock. Mr. Hancock came to the Coure 
on the return day of that application at which time he 
expected that the Court would confirm the contract and that 
he would take a signed order confirming the contract of 
purchase back with him to Chicago so that the Chicago Ti. Cic 
Insurance Company might promptly issue @ titie policy 
since it was the intention of Mr. Hancock and the frustees 
to have a closing with respect to the property on or before 


June lst, 1976. 


The hearing in the court took place on May 1/7, 
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1976. ‘There is testimony disputed between Mr. Hancock and 


representatives of the Trustee as to whether or not 


Mr. Hancock knew in advance that the sale that he was attend- 
ing and as to which he expected confirmation would, in tact, 
be a public bidding sale or whether, in fact, merely is the 
application for his contract of purchase would be confirmec 
by the Court subject only to satisfying the Court that the 
Purchase price for the property was a reasonable one, an 
adequate one, based on the appraisals that the Trustees had 
made. 

When Mr. Hancock came to the Court, the Court 
opened up the transaction to bidding and there was one 
bidder present, Dominick's Finder Foods, represented by 
Golenbock and Barell, and they bid for the property more 
than Mr. Hancock had agreed to pay in his contract of 
purchase. Mr. Hancock, not expecting there to be a bidding 
transaction in the court, was dismayed at the fact that 
there was a public bidding and because he Says, and it 
States on the record, that he was not aware and hadn't been 
inforined by either the Trustees or their counsel prior to 
their hearing in court that the contract that he had entered 
into would be the basis or a floor, if you will, for sub- 
sequent public bidding in the transaction. 


The notice that was sent out calling 
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hearing makes reference only to the fact that the hearing 
was to be an application for confirmation of the contract 
between Mr. Hancock and the Trustees and does not include 
the typical words, namely that at that hearing others 
offer other or higher bids for the property which is 
usual format where public bidding 15 n fact expected. 
Counsel for the Trustee and some of the witnesses 
in this morning's brief trial before Judge Ryan indicated 
that while they had not told Mr. Hancock that there would 
be, in fact, pubiic bidding, they had informed him there 
was at least one other party interested in thé property. 
The transcript of the case, believe, in the hearing that 
took place before Judge Ryan on the 17th of May, indicates 
not only that Mr. Hancock did not expect there to be public 
bidding, but nor did the Trustees, since during the course 
of the proceeding their application confirms Mr. Hancock's 
agreement of purchase was amended to permit the higher bid 
to be accepted. Some of the facts with respect to the 
conversation between Mr.Hancock and representatives cf the 
Trustee prior to the May 17th hearing are in dispute. 


After leaving the courthouse on May 17 in 4 


dismayed state, if I may put it that way, Mr.Hancock returned 


to his home in Chicago. When he cooled down from what he 


thought was impropriety in the fashion in which he was 
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treated in the courthouse, not because of the Court but 
rather because he was misled and that he did not expect 
there to be truly a public sale, he reflected upon what had 
happened and called the courthouse that same day to indicate 
that he was willing, if there was to be public bidding, to 
bid more than the Dominick's Finer Foods Corporation had 


bid and he subsequently, that afternoon, cabled the Court 


informing them that he would bid as an opening bid $725,000 
for the property which had been earlier that morning pid on 
and the high bid was $685,000 offered by Dominick's Finer 


Foods. 


The notice of the hearing, as I said, did not 
indicate that there was to be public bidding at this trans- 
action. In addition, we believe that there are other in- 
firmities with respect to the notice and to the conduct -- 

THE COURT: Who does that appeal go to? Who 
hears that appeal? 

MR. KRUGER: I believe this Court would hear 


the appeal. 


THE COURT: That is your of f-the-bench opinion 
but I am not too sure under the new rules. 
MR. KRUGER: Under the new rules it still comes 


to this court, your Honor. 


THE COURT: I don't think it provides speciftical)) 
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for it, but I don't think they envisioned a case 


there was a reference like this and a hearing of 


you are talking about. 


But, in any event, there is an appeal 


somebody, whether it's to me or upstairs 


6 
where 
the kind 


through 


MR. KRUGER: Following the May 17th date and 


the telegram to the Court, Judge Ryan did enter 


confirming the sale to Dominick's Finer Foods 


. 


an order 


He did that 


on May 24, i976. A notice of appéal and a designati 


the record has been filed by us on behalf of Mr 


On: of 


»-Hancock 


appealing from Judge Ryan's order essentially on the grounds 


that we have stated. 


At the same time, we brought on a proceeding 


before Judg@ Ryan via an order to show cause which was re- 


turnable €his morning asking tne judge to set as 


ide his 


original order of confirmation and rescheduling this matter 


for what we believe would be a properly noticed public sale 


pd 


which Mr. Hancock, with adequate notice, was pre 
come in and bid with an opening bid of not less 
$40,000 more than the prior bid. 


We also usked in that applikation fo 


Pparec 


than 


j 


4 


to 


t a rencar- 


ing that Judge Ryan stay all proceedings by the Trustee 
x Pf i 


and by Dominick's and their counsel pending che hearing 


before Judge Ryan this morning. Judge Ryan declined to do 
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cross-examination by Golenbock and Barell on behaif of 


| 

| 

| 

4 | 
= | that and struck from our papers that portion that related | 

i 

i : 

3 | to any automatic stay. We then had our hearing before | 
\ 

i : : ; | i 

4 f Judge Ryan this morning and testimony was put in by us on | 
i| 

5 t behalf of Mr. Hancock and to some extent in the form of | 
4 

6 | | 
| | 


| 
| 
| 
| 
7 Dominick's Finer Foods, and a position was stated as to both 
\ 
| the facts and as to the law by counsel present here this 
| afternoon. 
At the conclusion of that hearing, Judge Ryan 
reaffirmed his decision to permit the sale as he had con- 


firmed it to stand and at that time we requested again that 


he issue a stay pending the outcome of the appeal which, 


4 | as I said, has heretofore been filed with this Court. It 


not with your Honor, then surely with the District Court 


generally. 


7 We believe two reasons why a stay should be 


18 issued. First, is the agreement of sale itself provides 


that no closing should take place unless and until a final 


order of the Court has been entered which is non-appealable. 


21 | I would submit that Judge Ryan's order confirming the sale 


of May 24, 1976 is not such a final order because in point 


of fact an appeal has been taken. There has not been a 


closing under the contract of sale for the reason that 


counsel for the purchaser and counsel for the Trustee 
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graciously consented to extend their original closing date 
which was scheduled for this past Friday to not sooner than 
tomorrow for the reason that they did not wish to deprive 
Judge Ryan of an opportunity to reconsider this original 
decision. 

They are not, I believe, willing, or at icast 
I don't believe that Golenbock and Barell is willing, on 
behalf of Dominick's Finer Foods, to voluntarily extend the 
time for such a ing any further than tomorrow. The 
reason for the request, therefore, for a stay in this pro- 
ceeding ig so that this Court will not be deprived of its 
opportunity to review the record by there having been a 
Closing which would make, perhaps, moot the question that 
is sought to be presented in this appeal. That is the mason 
that a stay is requested and we would request that a stay 
issue staying the closing of this transaction unless and 
Until this Court has passed upon applic petition for 
review of Judge Ryan's order confirming the sale. 

I think that is succintly the position of the 
applicant at this time, your Honor, 

MR. GALOWITZ: Your Honor, I am Sam Galowitz and 


I am with the “irm of Golenbock and Barell. We appear for 


Dominick's Finer Foods in our position in this application 


for a temporary retcadining order. It's my understanding 


SOULE RIN: Dist 


that a temporary restraining order should not be granted 
unless the applicant has indicated and has shown to the 
Court a reasonable likelihood of success. 

I think he has completely failed to do this in 
the’ District Court - in the statement that was made be- 
fore this Court when all of the different facts were known. 
Secondly, your Honor, any temporary restraining order that 
is granted in this particular matter will be to the preju~ 

§ 
dice of my client since they have already arranged to do all 
those things necessary to consummate the sale. ‘They have 
already allocated something like $490,000 cash far the 
purchase of this property. They have made arrangements 
with the holder of. the existing mortgage. They have nego- 
tiated with the various other people who are involved in 
this property, particularly an outfit called Di-Gas which 
waS another condition to the confirmation of the sale. 

If they cannot proceed with the sale, they will 
be prejudiced by reason of having expended -~ 

THE COURT: Suppose on appeal their position 
is. sustained? What can they do about it then? 

MR. GALOWITZ: Presumably, if I understand, and 
I have done reading on the matter, I think they may be able 


to rescind the sale transaction in which event the cash 


that we have paid on this trunsaction would be returned to us. 
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Whatis before this Court is 


really any likelihood of any kind of success, 


mind that this has been before Judge 


I believe there have been 


application has been made to him for 


ing order to hold this in abeyance which 


as late as this morning at about 


heard all of the testimony. 
If your Honor please, 


of the basic facts so that 


of what the likelinood of 


THE COURT: IT am afraid if am 


read the record rather than try to re 


made during the course,of 


and say whatever you want 


MR. GALOWITZ: 


The reading of the record and the 


whether there 


kya Nn 


Some 


12:90 4. 


you 


member 


discussion. 


T think that 4 


readina 


10 


LS 


in 


bearing 


twice now. 


times when an 


of restrain-— 


type 
has been denied 


clock, after having 


ean get a better 


Srp ae ee oi 
success might be. 


going to have to 


leading remarks 


But you go ahead 


S$ probably correcc. 


of the various 


Gocuments before the Court would probably give a clearer 


picture and a clearer understanding of what the possibility 


of the success 15 on this action. 


Just one or two 


comments based upon Mr. Kruger's 


statement that I would like to perhaps clarify. 


The notice that was 


ing before Judge Ryan was for a hearing 
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of an application for an order approving the agreement and 
this is exactly wnat took place at that time. 

THE COURT: Do you think a person reading that 


in the Times would say, “Here is a chance to go down and 
bid on this", or would he say, "The Court has just approved 
an agreement that the Trustee has made with some group 

of buyers"? 

MR. GALOWIT2: Apparently it's Mr. Hancock's 
understanding that Referee Ryan would act, in effact, 
a rubber stamp. 

THE COURT: That(is true and. that, is what 
saying. Do you think a person reading the Times with that 
notice might say that to himself, this is just another thing 
that is a fatt accompli, the judge (is just putting has 
imprimatur on something agreed ipon? 

MR. GALOWITZ: Abs2nt any advice to Mr. Hancock, 
he could at least come to the courtroom with the understand- 
ing that the judge will censider the adequacy of the con- 
ieee and that one of the items to be considered in 
the adequacy of the consideration, and perhaps the best 
one, is another purchaser prepared to buy the property on 
the identical terms for a higher pra - To me that would 


indicate an inadequate consideration and probably to the 


Court it would, and Mr. Ilancock should have been aware of it. 


SOUT KEG DING COVERED REPORTERS, US COATT MES 


POLE? eA ARE NEW YORR fe 7 ee 


THE COURT: You might argue he was so sure LE 
would have been a rubber stamp proposition that he was not 
aware to do anything else and for that reason, being non 
plussed, as it was, he simply walked out without protecting 
his rights. If he had any idea at all that there was further 
bidding on it, if he had any sense at all and would have 
thought about it, he would have come in with another price 
and he was not prepared to do that at ik. He simply turned 
around and walked out, apparently. 

MR, GALOWITZ: -‘£ I may fill in some of the 


facts, six days prior to the hearing -- and I am reading 


from the affidavit, and this is the same testimony given 


earlier today by an impartial witness, that is the real 
estate businessman from Interstate Stores ~~ 
thing, I presume we would want to see the hight 
paid for the property. I spoke on the phone with 
and advised him that another party was interested 
chasing the property and that if a higher bid was offerca 
he could lose the property. I suggested that his attorney 
appear in court if he wanted to bid or even authorize our 
attorney to bid on his behalf. 

That is what he stated. 

At =he testimony this morning, if I remember 


correctly, Mr. liancock's response to that was, "I really 
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Gon't remember if that conversation took place." 

THE COURT: 1 am aware of that. “1 know some 
of the facts from having talked with my law clerk who has 
talked with you people. I am aware of that I wouid 
like to see the record myself and read it. That is my 
problem. 

Under the circumstances I am going to need a 
little time. It has to be to be typed up for one thing. 
I don't want to delay this thing inordinagely, but I do need 
some time. If you can do it by agreement, well and good. 


it you can't, 1 will fix my own time. 


MR. KRUGER: We have no urgent desire to delay 
the proceeding. We would like to have a decision by this 
Court on our appeal as well as on the stay as promptly 
as possible. 

THE COURT: I am prepared to get to it right 


é 


away as far as my end of it is concerned. 


MR. KRUGER: We asked the transcript be expedited 


this morning. I don*t know when the court reporter will 


have it but we have asked him to produce it as promptly as 
possible. 

THE COURT: We don't have any idea when IT can 
get those minutes. We will try to find out. 


As a matter of fact, we have no information 
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on that and I will need a Tittle time. T am not going to 


delay this co any qreat extent. iI will get through with it 


as soon as I get the opportunity to read it. 


MR. KRUGER: I would rencw my re 

a stay pending a decision on the appeal, but 
stay pending your Honor's having had an opportunity to 
review the record. 

THE COURT: I would only extend it to the point 
where I have had an opportunity to read 

MR. YASSKY: May it please the Court, I am a 
member of the firm of Shea, Gould and Climenko, and we 
represent the Trustce in this proceeding. 

As to the merits, which I 
very briefly to, Wwe believe that both the original order of 
Judge Ryan confirming the sale of Dominick's and the decision 
that he made this morning on the motion to vacate hi 
decision was very much a matter of discretion of 
ruptcy judge and we don't believe there was an abuse of 
discretion in any way in ordering as he did the first time 
or the decision this morning. But as to the matter before 
you now, that is the application for a stay, we do believe 
that if there is a stay granted it should only be on 
condition that the moving party agree to indemnify the 


estate against any loss of any costs that might be incurred 
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by any delay to the closing of this matter. 

THE COURT: I am sure they are prepared to put 
a bond up for that purpose. 

MR. KRUGER: . Yes, we are. 

THE COURT: There is :.o argument there. There 
is no need to get into that. 

MR. FELLER: Your Honor, I am Jerome Feller 
and I represent the Securites and Exchange Commission in this 
matter. 

We too support the request for a stay pending 
the review by this Court or this Court generally. 

THE COURT: Why do you say the District Court 
generally? Would the appeal in any way go to the Court of 
Appeals? 

MR. FELLER: No, there is an intermediary level 
at this juncture. 

Tie COURT: LE =f went to 
would assign it to me because it's my matter, wouldn't he? 

MR. FELLER: It's really unclear. Your Honor 
will recall this Court had entered an order shortly after 
the enactment of the new bankruptcy rules whereby your 
Honor referred generally to the case of Judge Ryan. Whether 
that means that this Court has, in effect, washed its hands 


of this case or not is really unclear. 
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THE COURT: That would not be my feeling on the 
matter. 1 simply made a reference to them, that is all 
I did. lie is acting for me and actually that is ali he 
is doing as far as I am concerned. 

MR. FELLER: If that was the iatention of the 
order, I do not believe that it was the intention of the 
bankruptcy rules which did vest with the discretion of 
District Court the wider powers of the bankruptcy judge 
a Court, other than your Honor, would be deciding in this 
appeal. 

But be that as it may, i t that what had 


occurred this morning and in prior heé qs 3 this matter, 


it's not as difficult as it may seem. 


present .a rather not too difficult question of law even 


thought some of the facts may be in dispute. had 

occurred over here, your Honor, was that at a hearing before 

Judge Ryan bidding was had on a particular piece of property 

and Judge Ryan had indicated that the property would be 

sold to the then highest bidder at the conclusion of that 

hearing. Apparently there was some confusion at that hearing. 
THE COURT: How do you read that notice? bo 

you think that notice was sufficient? What bugs me about 

the notice is how can you restrict a notice like that? 


How can you make a rubber stamp out of the Court? 
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seem to me, under bankruptcy, you can say you are going to 
have such a deal and all you have to do is listen to the 
Court say, “Yea, that is fine.” 

MR. FELLER: J agree. I don't think the fact 
that it's not contained in the form of notice, the magical 
phrase “or any other higher bidder", that Hancock or anyore 
else could come in to court assuming that he would have 


gotten the property in the event that a higher bidder were 


+s come in, That, in f4 t, is what had occurred. .A higher 


bidder did appear, but in view of the fact that the very, 
very same date, the very same date of that hearing, after 
the hearing, apparently when the dust settled, Hancock had 
advised the Court and the Trustees that he was prepared to 
bid in some $40,000 more as a minimum upset price. 

The entry of the order confirming the sale 
subsequent to that advice does raise questions with regard 
to the equities of the overall estate over here. It's 
difficult .o understand. 

THE COURT: It's been figured to be $40 a share 
or $40 a claim, hasn't 1? 

MR. FELLER: Be that as it may, 2 don’t Know - 

THE COURT: Sub silentio you are agreeing, is 
that 1e? 


FELLER: Not necessarily, your Honor. 
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THE COURT: But, you see, my problem is that 


I have two counterveiling feelings here. I would like to 


see a lot more money come into the estate and, on the 


other hand, I think there must be finality to something. 


We can't make this like habeas corpus petitions which go 
from judge to judge and court to court and from agency to 
agency, and it never ends. 

MR. FELLER: Absolutely. It was indicated this 
morning that certainly these procedures of judicial sales 


must have something of finality. But there are cases on 


this question, your Honor, and I think it's quite clear that 
the finality that the Court is concerned with, that Judge 
Ryan was concerned with, and this Court is concerned with, 


is only reached upon entry of an order, a written order 


confirming the sale. 

The highest bidder and the auction, so to speak, 
is merely viewed as a proposal, as a proposal to recommend, 
so to speak, which doesn't become finalized until the entry 
of the order. 

I do not mean to suggest that the bidding is 
meaningless. The bidding, as far as progression towards 


finality, is of some importance. But the situation in the 


courtroom on that day, at least the stayed confusion, the 


apparent confusion that transpired, the fact that a bidder 
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was out-bid by some $10,000 and Subsequently at the very, 
very same date had indicated to the Court and to the Trustces 
that he was prepared to go higher, that the entry of an 
order confirming the sale to the lower bidder was a proper 
exercise of discretion on the part of the Court. 

In light of that, I do think that minimally, 
at this juncture, a stay of the consummation of that trans~ 
action should issue pending the \pportunity of your Honor 
to review the matter in its totality. 

THE COURT: That is exactly what I intend to do 
subject to the condition of the bond being furnished. 

MR. KRUGER: With respect to a bond, your Honor, 


I don't know what the Court has in mind but Mr. Hancock, who 


is present in court this afternoon, stated on the record 


this morning before Judge Ryan, and I would affirm to your 
Honor, that he is prepared at any public sale of this 
property to open bidding at $725,000, so it would appear to 
me that surely the estate, the Chapter X proceeding, would 
not be disadvantaged by any stay or by any vacating of the 
sale held before Judge Ryan for the reason that, at the 
very least, there will be enhancement of $40,000 to the 
estate and I also can tell the Court that with respect to 


that we would not anticipate that bidding would end at 


the $725,000 mark because we are prepared to bid substantial i 
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higher than that, should that be occasioned by other bids 
in that proceeding. 

THE COURT: What is the consideration for that 
statement? Is it enforceable? 

MR. KRUGER: I would be perfectiy happy to enter 
into a settlement for the $725,000 now or, alternatively, 
if the Court is concerned, and I suppose the difference we 
are talking about is that $40,000, we would be happy to 
post a bond for that amount or whatever other amount the 
Court thinks proper. 

I would like to say, on the record, there is a 
good deal more confusion with respect to the events leading 
up to the transaction before Judge Ryan on May 17th in that 
the testimony from counsel, as well as from Mr. Hancock, 
as well as Judge Ryan having amended the proceeding during 


the course of the preceeding, indicates to me that 


notice itself, which I believe was defective by failing to 


state that there would be an opportunity for other and 
higher bids, confused not only the Trustee and his counsel, 
as well as Mr. Hancock, but I think perhaps the Court as 


well. 


I think that creditors who received that notice 
would not know that public bidd.ng was to take place. There 


was not advertising of the sale in the usual fashion. There 


SOLLTTIE RN DISERICT LOURE MEPOR TEAS Uo COMMITS 


FOLEY “Quart 


jas ak 
was no notice in any public newspaper and, in addition, I 
think it was an obligation perhaps on the part of it 
Trustee or counsel ab initio to inform Mr. Hancock 
the agreement he was entering into would merely be 
basis for public bidding in the courthouse for the reason 
that I assume that a bidder for property, or a prospective 
purchaser of property under those circumstances might think 
twice about whether or not he wants to make his highest 
possible bid or pay his highest price under those circum- 
stances. 

There have been several recent cases in the 
second floor in bankruptcy courts where bids for real 
property as well as personalty have come in in similar 


types of contracts substantially less than the amounts 


realized at the conclusion of a properly noticed public sale 


} 


for the very reason that somebody wants to get the bail 
rolling for a public transaction but does not want to put 
forward his very best foot. 

Mr. llancock, in this case, didn’t think that was 
what was happening at all. He thought he was putting forth 
his best foot and that he had a transaction that was going 
to stand and if it was not going to stand because the Court 


found inadequacy of consideration, that either he would 


have an opportunity at some subsequent date to address 
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himself to that subject or, if the Court felt that there 
should be public bidding, that he would have an opportunity 
to reflect about that and determine how far he was able to 
go economically with respect to this. property. 

THE COURT: What do you suggest as the amount 
of the bond? 

MR. YASSKY: On the question oft the bond, 1 
don't think that it's necessary) -—- 

THE CouR?: How much in dollars? 

MR. YASSKY: We would like an indemnity that 
if the estate suffers any damages at all we have a firm 
contract at 685. If the property is sold ina reasonable 
time for 725 or more the estate will not be damaged. There 
are $6000 a month carrying costs and an outside date where 
both parties can walk away on the contract. Theoretically 
the estate could be damaged. If it's indeed sold in a 
reasonable time at that price there will not be any damages. 


{I think we can leave it open on any damages 


the estate sufferes. 


MR. GALOWITZ: One comment in this ~ea. One 
of the difficulties with having a telegram come in on the 
night after the hearing took place is that it does not give 


the Court the opportunity to do into the financial capacitics 


of the parties. My client had at the hearing offered 
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testimony as to its financial Capacity to consummate the 
transaction because of the manner of Mr. Hancock first mak- 
ing his one bid and then declining to make any further bids, 
ang there was no opportunity at that time for the Court to 
have any testimony or to have any information whatsoever 
about the capacity of Mr. Hancock to consummate the trans- 
action, bearing in mind that there 1s approximately a 
$200,000 mortgage affecting the property. 

Accordingly, the price suggested that would be 
about $525,000 cash necessary to consummate the transaction 
on behalf of the buyer. 

THE COURT: Are you prepared at this time to 
present any evidence of that kind? 

MR. KRUGER: In the actual transcript, and I am 
looking through it now, I believe counsel for the Trustec, 


y 


when asked the questien of whether or not the financial 


conditions of Mr. Hancock and Dominick's were able to 


support the transaction that they had entered into, found 
both were adequately able to finance the purchase price 


that they had agreed Co. 


THE COURT: Maybe you can answer that question 


MR. KRUGER: I assume the Trustee would not 


have sold at $650,000 without that. 
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MR. YASSKY: It is basically a cash deal and 
the position of the Trustees is that cither party's cash 
is of equal value. I don't think the financial stability 
of the buyer here is particularly germane. There is a 
deposit which would he forfeited in the event that they 
don't close. 

THE COURT: Does anyone want to say anything 
else before we suspend at this time? 

I will issue a stay and I don't think I can 
do it. I wild try to do it earlier, but 1 will issue 4 
stay for one week from today upon condition that the bond 
be furnished in the fashion indicated by the Trustee. 

MR. KRUGER: Is that an open indemnity bond? 
I don't know if one can obtain -- 

THE COURT: Tf you can't, 7 will fix an amount. 
Find out from the bonding company what they will do, and 
if they can't do that I will fix an amount. First find out 
if they can do it. I am here from 8:00 o'clock, 8:15 in 
the morning until 5:00. You can come in any time. 

MR. KRUGER: I will try to accomplish that this 
afternoon and let the Court know as quickly as possible, 
as well as counsel for the Trustees and for Dominick's. 

Will yur Honor's decision at that time be a 


decision on the stay or on the appeal or just the stay 
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THE COURT: L will read the record and I will 
make up my mind at that time. Right now 1 would rather 
not take part in it myself. If anything would happen I 
would refer it back to Judye Ryan and I want to look at the 
erder that the SEC called to my attention. It was not my 
impression that that is what I did because what he says, 
in fact, is 1 completely gave up the case. That is not the 
fact. 1 didn’t do that. 

MR. KRUGER: That is not what you did. 

MR. FELLER: I didn't say that, your Honor. 

THE COURT: How do I hold on to it and not hold 
on to it? I either am still in charge of the case and 
matters of appeal come to me or I am not. 

MR. FELLER: I recall the existence of that 
order. I hae not read it now for pr ably a year. What 
exactly that order says with regard to this Court's continu- 
ing retention I can't say at this juncture. 


THE COURT: All right. I can't answer you 4t 


this point. I will read the record and make up my mind 


which way I am going to head from that point on. 
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Letter to Judge Cannella from L. Yassky, Eeq- 
Dated 7/6/76 
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Honorable Jo } ann 
United States District Judge 


United States Courthouse 
Foley Square 
New York, N.Y. 10007 


6, bne. = 
fetgnis Property 


Re: Interstate Store 
Sale of Chicago 


Pear Judge Cannella: 


We have been advised by Mix. Danilow today that your 
Honor will be consolidating the application of a stay in this 
matter with the appeal of Judge Ryan's decision, and wiil be 
deciding the appeal on all the papers submitted by this Thursday. 
Since it is likely that the arguments to be made on appeal by 
Messrs. Krause, Hirsch & Gross, attorneys for dohnn EB. Hancock 
("Hancock") and Messrs. Rogers, Hoge & Hillis, attorneys for AMP 
Inc. (collectively, the "Appellants") are substantially set forth 
in their respective memorandum and brief .eretofore submitted, 
we wish to express the Trustees! position with respect to one 
of the major issues raised by the Appellants, to wit, the issue 
of the adequacy of the notice. The issue of the adequacy of 
the notice is two-fold: (1) was the notice in compliance with 
Bankruptcy Rule 10-209; and (2) was Hancock afforded inadequate 
notice? 


Rule 10-209 provides that unless for cause shown the 
Court orders a sale withovt notice, at least 20 days notice of 
a proposed sale of property shall be given to all creditors, 
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Cannella 


ekholders and indenture trustecs. 
Mis subdivision of the Rule, to 
fq) of the Rule, authorizes ¢ 
notice as is appropriate in the ci rcums tances 
iliarity of Judge Ryan with all aspects of th 
not every application brought oa ie Trustees 
reasons why notice to all i i 
The roasonus are basically these: 
lave filed proofs of claim. Other 2 “sons 
tors in the dcbtors' books and have 
evar 71,700 stochnoldsrs, Viicre ate an inagcrerctininacs nv 
Deg ould oe coupon debentures. It is very costly 
tq send notices to all such persons. 
wo instances when such notice was sent, 
the @rustees' qualifications and the matter of 


one oc two persons appeared other than those who reaul. 
a a 77 
th de oe 


= 
c 
} 
i 


Le 


sratatc hearings. Instead, on substantially 
the subject of a hearing in the Bankruptcy 
heve requested, and the Lankruptcy Court Leia S 
be given to the Securities and Exchange Commi 
sous who have filed statements under bouton’ 
Pankruptcy Act. These persons include counse or the Uncotriciua 
Creditors Committee, the counsel for the large Li tutional 
rs daa neiders of funded cent, and spisel for the Inde 
submit that this is a representative group whic 


copees gents the creditors' and shareh \olders' inter 
Notwithstanding some of the aArgunent.s 
aforementioned Appellarits' memorandum and bricf, 
the number of persons who received the notice .is 
issue, and the suggestion made in such inomorandum 
notice be given to all creditors over $100,000 is 
would serve no useful puzpose, and may establish 
wiich would further burden the administration of 
Tndecd, at the June 28 hearing, Hancock's counsel 
respect to this issue: "I am not here to sugge: 
Hancock's complaint is with the number of creditors 


ceived or did not receive this notice.” (Tr. p.239) 


The second aspect of the notice issue is whether at 
vas inadequate because it did not state that "higher offers 
would be accented” or “bids accepted oY s imilar language, 

that Hancock was misled by such failure. Judge Ryan 


pparently has found that Hancock was not misled and that 
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YWonorable John M. Cannella 
Page two 


he was notified 6-7 days prior to the hearing tha 

party would be present and would bid on the proce 

is adequate testimony and affidavits submitted 

such finding. For this reason I do not believe 

sary to determine whether the notice should have contained 

so-called 'bidding language’. However, aS an explanation 

of the contents of the notice, I think it can fairly be said 

that the notice was not prepared for the purpose of soliciting 

bids. The Trustees sought to sell this property 

It was listed with Chicago rcal estace brokers. 

executed with Hancock was 2 negotiated contract. 

had to be compromised in favor of other terms. We submit that 

an auction sale is not always the best means to secure the bust 

deal for the estate. The Trustees anticipated that the Court 

would approve the sale unless a higher bid was made on the same 
: Hiacaer 


the scene “until 


oS 8S 


x Se ae ee ~ weavic aT A Atha - “ . 
or better terms. No other biacer appeared 


a week before the hearing and Hancock was notified when one did 


The above is intended for your Honor's benefit solely 
on the notice issue. Whether, in view of the tacts and circun- 
stances of this matter, your Honor believes that Mr Hancock 
deserves a second bite at the apple is, OF 
Honor's discretion. 


, submitted, 
“LIMENKO & CASEY 


Sy AG Fe Le 
7 NLester-yassi 
" 
f { 
/ | 
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cc: Lewis Kruger, Esq. 
Sam Galowltz, 558. 
Jerome Feller, Esq. 
James Blair, Esq. 
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Letter to Judge Cannella from L. Kruger, Eeq- 
Dated 7/7/76 
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Letter to Judge Cannella from F. Gordon, Esq. 
ead A wn Dated 7/8/76 
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Honorable John M. Cannel 
tinited States Oletrict J) 
United States Court Hous 
Poley Square 

New York, 


Interstate Stores, Inc. 


Dear Judge Cannella: 


This firm represents AMF Incorporated, a creditor in 
the above-named Chaptey; % Reorganization and an appellant from 
the order of Bankruptcy vuage Edward Ryan a 24, i376, 
which confirmed the’ sale of certain property F the above-named 


debtor in Chicago Heights, Illinois. 


MAY 
May 


We have been y Danilow that the Court is 
consolidating the appeal -onfirmation of the sale (taken 
by botn AMF ana vonhn Hancoc K) with Seal isom the denaal of 
a motion to set aside the sale (taken oniy by Hancock) and ex- 
pediting both. We have also been advised that we might submit 
additional arguments by today. 


This firm submitted its Brief in Support of Motion to 
Set Aside Order of Sale to Judge kyan in connection with the 
motion which was heard June 28, 1976. Mr. Danilow has informed 
us that that brief has been submitted to the Court and Will Le 
read in connection with the appeals now pending before the Court. 
It includes most of the material which we had planned on includ- 
ing in a brief in support of the appeai taken by AMF, Under th 
circumstances, our additional subuwission on the appeal will be 
limited to the additional remarks in this letter. 


ROGERS HOGE & HILLS 


Honorable John M. Cannella 
July 8, 1976 


The Court has been deluged by this time with a multi- 
tude of papers on the subject matter of the two appeals now 
before it. The great mass of that paper, including the brief 
of AMF, is addressed to the motion to set aside the sale. It 
is our purpose herein to point out to the Court that, while the 
subject matter may be the same, the appeals from the order of 
confirmation require a different standard of scrutiny from the 
appeal from the order refusing to set aside the sale. 


Of course, all the factors which compel setting aside 
the sale will also mandate that confirmation be denied. But the 
converse is not so, and confirmation will be denied in circum- 
stances where the Court may be reluctant to set aside a sale. 


As the Second Circuit has observed: 


"The standard for setting aside a sale 
is stricter than that applied in a direct 
attack upon a confirmation. In the latter, 
the governing principle is to obtain the 
best price for the bankruptcy estate whereas 
in the former there is greater emphasis up- 
on finality in judicial sales and executed 
contracts, unless they are ‘tinged with 
fraud, error or similar defects which would 
in equity affect the validity of any private 
transaction.' 4A Collier, Bankruptcy, 
y¥70.98 {16], 1183, 1184-94 (14th ed. 1967); 
In re Burr Mfg. & Supply Co., 217 F.16, 19 
(2 Cir. 1914)." In re General Insecticide 


Co., 403 F.24 629, 630-631, (2d Cir. 1568) 


In that decision, the Court clearly indicated that defective not- 
ice, while possibly insufficient to reguire that a sale be set 
aside, would be cause for denying confirmation. While we believe 
the points made in our Brief in Support of the Motion to Set Aside 
the Order of Sale are well taken, we readily concede that the 
arguments contained therein are far more persuasive and compelling 
when the Court is addressing the confirmation of a sale rather 
than setting it aside. 


Be reversing the confirmation here, this Court will ad- 
vance the “governing principle .. . to obtain the best price for 
the bankruptcy estate" with minimal prejudice to the confirmed 
buyer, Dominick's Finest Foods, Inc., and without eroding the 
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Honorable John M. Cannella 
July 8, 1976 


"greater emphasis upon finality in judicial sales and executed 
contracts" which must be observed in the case of setting aside 
a sale. 

As to the various apologies and rationalia advanced 
by the attorneys for the Trustees and Dominick's for the ab- 
breviated notice that was in fact given, we cite the 8th Circuit 
in In re Insulation & Acoustical Scecialties Company when it 
approved the language of the District Judge below that the: 


"Custom and practice .. . of not giving 
notice cannot prevail over the require- 
ments of statutory notice." 

In re Insulation & Acoustical Specialties 


Company, 426 W Sa 1169, 1190 (etn Cir. 1970). 


For the reasons stated herein, and in the Brief in 
Support of Motion to Set Aside Order of Sale submitted by AMF 
Incorporated, this Court should reverse the order of the Bank- 
ruptcy Judge granting confirmation of the sale, and direct 
that a new sale proceed upon proper notice. 


Respectfully yours, 


Snauak. +. Gr in 


tw 2 


Frank H. Gordon 


Copies to: 


Golenbock & Barell, Esqs. 
645 Fifth Avenue 
New York, N. ¥. 10022 


Krause, Hirsch & Gross, Esqs. 
41 East 42nd Street 
New York, N. ¥. 10017 


Shea Sould Climenko Kramer 
& Casey 

330 Madison Avenue 

New York, Ni ¥. 10017 


Securities and Exchange Commission 
26 Federal Plaza 
New York, N. ¥. 10007 
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Letter from L. Kruger. Esq. to Judge Cannella 
Dated 8/13/76 
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Application of Trustees Dated 8/13/76 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


REORGANIZATION 
INTERSTATE STORES, INC., formerly 
known as INTERSTATE DEPARTMENT Nos. 74 B 614-802, 
STORES, INC., et al., Inclusive 


Debtors. APPLICATION 


THE HONORABLE EDWARD J. 
BANKRUPTCY JUDGE 


The application of JOSEPH R. CROWLEY anc HERBERT B. 


‘SIEGEL respectfully shows and alleges: 


1. On May 22, 1974 the captioned debtors filed 
|. petitions under Chapter XI §322 of the Bankruptcy Act and, 
| thereafter, an amended petition for reorganization pursuant 
| to the provisions cf Chapter X of the Bankruptcy Act was filed on 
) June 13, 1974. Said amended petition was thereafter approved 


\\ 
‘by order of this Court dated June 13, 1974. Pursuant to said 


} 
* 
1 
j 


order, your Applicants were appointed, have qualified and are 


| now acting as the Trustees of the captioned debtors. 

| 

; 2. Applicants again apply to this Court for authority, 
ee Trustees of the debtor, Illinois Topps Realty Corp. ("Realty"), | 
to sell 6.71 acres of land, the improvements thereon, and certain 3 


personal property locate at 160 West Joe Orr Road, Chicago 


Heights, Illinois (the "Property”). 


3. This Court is fully familiar with the Applicants’ 
efforts to sell the Property and the decision of Judge Cannella, 


/ dated July 19, 1976, vacating the order of this Court dated May 24, 


| 1976, which authorized the sale of the Property to Dominick's 
| 


} 
| 
1 
i 
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Finer Foods, Inc. ("Dominick's"). The decision remanded this 
matter to your Honor for further proceedings. Yesterday, jieeitcan 
were served with a copy of Dominick's Notice of Appeal of Judge 
Cannella's decision. However, Applicants believe that it is in 


the best interests of the estate to proceed expeditiously to sell 


the Property. 


4. The contract of sale, dated May 17, 1976, between 
Applicants and Dominick's which was approved at the May 17 hearing 
before your Honor, was conditioned on this Court's approval of the 
sale, and that a closing be had before August 1, 1976. Since the 
order approving the sale to Dominick's was vacated and due to the 
ae of time, Applicants are advised that there is no contrac-— 
tual obligation to Dominick's. Since, as your Honor is well aware 
Mr. John E. Hancock, the first bidder on the Property, has offered 
$725,000 for the Property, Applicants have indicated their intent 
to accept his offer and enter into a contract (the “Contract") 
substantially in the form annexed hereto as Exhibit A, subject, 
of course, to this Court's approval and to any higher or better 


offer which this Court would accept. 


5. The purchase price for the Property is $725,000 Par 
able $54,850 on the execution of the Contract, $493,659.20 at clos 
ing in cash, and $176,490.80 by taking subject to the existing 
first mortgage, provided that the cash payable at the closing 
shall be increased by the amount of reductions in the principal 


| 
\ 
| 
| 
| 
' 


amount of such mortgage. 


6. The obligations of Applicants to transfer and of Mr. 
Hancock to buy the Property are conditioned, among other things, 
upon the agreement of Digas Company of Delaware, a licensee of 


part of the Property, to waive certain of, its possible rights 


encumbrances specified in the Contrart, the Property is to be 


{ 

} 

under its license agreement dated July 17, 1973. Except for | 
} 

| 
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the Property, which shall be transferred to the sale proceeds. A 
lease of the Property dated May 21, 1961 between the predecessor 
in interest of Realty and the oredecessor of the debtor Topps of 
Chicago Heights, Inc. is not a permitted encumbrance. Since the 
continued existence of said lease would prevent the consummation 
of the Contract, it is onerous and burdensome and Applicants as 


Trustees of Realty, seek authority to reject same. 


7. Applicants deem the sale of the Property at this 
time to be in the best interests of the estates because Appli- 
cants will receive approximately $550,000 cash and will be 
relieved of the expenses of earrying the Property. ~The purchase 


price is in excess of the appraised value. 


8. Applicants respectfully suggest that notice sub- 
stantially in the form annexed hereto as Exhibit B be sent to 
those persons so ordered by this Court. The notice provides 
that alternative offers will be considered, and that any higher 
or better offers may be accepted by this Court. This is to cure 
the defects in the contents of the prior notice in conformity 


with Judge Cannella's decision. 


9. With respect to those persons to whom notice should 


be sent, Applicants are cognizant of the suggestions of Judge 


Cannella and the requirements of Rule 10-209 (b) (4). Applicants 


respectfully suggest that Judge Cannella's decision only required 


that cause be shown as to why notice need not be sent to all 
creditors, stockholders and indenture trustees, and respectfully 
suggest that there is sufficient cause for such a finding. The 
reasons are as follows: 

(a) The purchase price represents about 


1/2 of 1% of the debtors’ consolidated assets. 


i 


sold free and clear of all liens and security interest eicumbering 
{ 
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'>) The purchase price exceeds the 
appraised value. 

(c) There are about 7,800 stockholders of 
Interstate Stores, Inc. Applicants are not 
aware of any stockholder that owns more than 
5% of the stock. Any particular stockholder 
would have little interest in the terms of 
this sale. Moreover, the interest of stock- 
holders in general should be adequately pro- 
tected by the SEC. 

(ad) There are over 9,000 creditors, most 
of whom have filed relatively small claims. 
Again, any particular creditor would have 
little interest in the terms of this sale. 
Here too the Trustees submit that adequate 
creditor representation is accomplished by 
sending notice to all persons who have filed 
statements under Section 210 or 211 of the 


Bankruptcy Act which, in this case, includes 


co-counsel for the Unofficial Creditors' 


Committee, counsel for the institutional 
lenders, counsel for the indenture trustees 
and@ other representatives of substantial 
creditors. A list including such persons and 
other interested parties is annexed as Exhibit C. 
(e) No matter how economically Applicants 
proceed, it will cost several thousand dollars 
to send notice to all creditors and stockholders. 
Moreover, if a precedent is established for similar 
sales of property in the future, the additional 
burden could be substantial. 
(f) Applicants will supplement the notice 


to the representative group of creditors, if the 
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Court so orders, by publishing the notice 


in a major Chicago newspaper. 


10. Except as noted above, no previous application 


for the relief herein requested has been made. 


WHEREFORE, Applicants respectfully pray that an order 
be entered: 

(a) Authorizing the Trustees to sell the Property to 

fl John E. Hancock on substantially the terms and conditions set 
forth in the Contract or, in the alternative, to seii the Property 
to any person, firm or corporation who or which may make a higher | 
or better offer than the terms and conditions set forth in the 
Contract, prior to or at the hearing to authorize such sale 
subject, however, to such terms and conditions of sale as may 

* pe announced at said hearing and approved by this Court; 

(b) Transferring all liens and security interests 
against any of the Property (except those liens and security 
interests specified in the Contract as permitted encumbrances) to | 
the proceeds derived by Applicants from the sale of the Property; 

(c) Authorizing the rejection of the lease dated May l, 
1961 by Applicants as Trustees of Realty; cs 

(d) Granting such other further relief as may be just 
and proper. 


Dated: New York, New York 
August 13, 1976 


JOSEPH R. CROWLEY and HERBERT B. SIEGEL 
Reorganization Trustees 


? a 
a: 


ra és 4 | 

wt Ee Pt } 
R. —— l 

SHEA GOULD CLIMENKO & CASEY | 

Attorneys for the Trustees 

330 Madison Avenue 

New York, N.Y. 10017 

. 4 * 
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EXHIBIT A 


AGREEMENT made this ; August , 1976 by and 


between JOSEPS R. CROWLEY and HERBE SIEGEL, as Trustees 
of Illinois Topos Realty Corp, a corporation in proces 

for reorganization under Chapter x of the Bankrupt 

the United States District Court for the Southern District of 


New York under File Nos. 74B3614-802, inclusive, and not indi- 


vidually ("Sellez") and John 5. Hancock ("Buyer"). 


WItTN 
1. Sale, Definitions 
1.1 Seller agrees to sell, assign, 
transfer to Buyer and Buyer agrees to purchase 
the real property described in Schedule 1.2(5) 
price and on the terms hereafiter stated. 


rd 


1.2 For purposes of this contract, 
text shall otherwise indicate, tne terms set 


be definec as follows: 


(a) The worcs 
United States Nistrict Court of 
York, sitting as a Bankruptc 

{b) The words "“Dremises 
described in Schedule 1.25 attached hereto, 


ments located thereon. 
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: (c) The word “Closing” shall mean the consun- 
mation of the transactions referred to in hie eontsact which 


shall occur on a day designated by Seller or its csunsel, 

Shea Gould Climenko «& Casey, in a notice to Buyer given 

concurrently with delivery cf a copy of the Final Order whica 
date shall not be earlier than the 3rd cay (unless an 

date shall be eoreed to in writing by the pasties) nor 

than the 15.th day- (anless a later date shall be agreed to in writin 
the parties) following the date of entry of such: 


order ig ££ such i5tth day is a Saturday, Sunday or holiday, 


the ponlewing business day) at 10:00 AGM. at the office o 
Chicaso Title and Trust Company, lll West Washington Street, 


Chicaco, Illinois. 


; ae ai * 
oe Po ke "the word Buyer" sh 
7 ss : 5 ot ‘ — es 


re: The saat "Final Ordez" si 


ic 


over 
~ (nos. 7456 14-802, inclusive) 


, and to. the parties cesigzatec by tée D 


aetas hearin Di with respect 


+to which no appeal is pending and which grants to Seller the 
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: 
legal authority to enter into and to observe, 40127111 ané 


perform all of the texzms and conditions of this contract. 


(f) The word “Improvements” shall mean the 


buildings, structures and other facilities on the Premises, 


together with all right, title and interest of the Seller 
in the fixtures installed and used - connection with the 
operation of the building and aienaiensins on the Premises 
and the personal property described in Schedule 1.25. 

(g) The word "Sellex" shall include Mess 
Crowley and Siegel as Trustees of the corporations in pro- 
ceedinss for reorganization of Corporaticns bearing Fil 
Numbers 743614-802 in the District Court, és well as where 
the context so requires, those corporat-ons. 

(h) The words "Maxketable Title” 
good and. marketable title to the Premises free and clear 
all liens, encumbrances, agreements, restructions and 
burdens, except for Permitted Encumbrances. 

(i) The words "Digas License Agreement” 
shall mean the license agreement cated July 17, 1973 
between Toops of Chicago Eeignts, Inc., as Licensoz ane 


Digas Company of Delaware, as Licensee. 


-- 


ae >- ° - oom we 


(k) The word "Mortgage" eens mean the mortge2 
dated November 1, 1961 from Bonobest Development Corporation 
the Massachusetts Mutual Life Insurance Company and recorcec 
document 18363477 in the Office of the Recorder, Cook County, 

2 Illinois and on which there is $176,490.80 outstanding on 
August 1, 1976, together with ecczued interest. 

(1) The term "Collateral Security Documents” 

shall mean assignments of rent, security agreements, finance: 


statements or other documents granting additional security © 


powers to the holder of the Mortgage. 


Fd 


(m) The term "Sermitted Encumbrances” shall 
mean the matters, exceptions and state ef facts affec 
to the Premises, as Listed below: 


oy tow 


(1) All liens for fiscal 1975 or the cuszent 
or future fiscal periods for unpaid real estate and personal 
property taxes, vault charges, assessments, water and sewer 
charges and rents, subject to adjustment under 8.4 and 8.5. 


{2) All violations of law or govermnental or- 


dinances, orcers oF requirements, noted or issued by any govern~ 


e 


mental office, department or authority havin 
("governmental authorities"), but which as of 


hereof were not noted or issued by any sovernmental authority. 


« 
. 


o- - e « s* + — como a ome ee a eee 
me so - « oe ~ 


. (3) All present and future zoning and building 


laws, ordinances, codes, restrictions and regulations of all 
governmental authorities and zoning variances anc special ex- 
ceptions, if any, and all present or future violations thereof. 

(4) Any state of facts (including But no 
limited to changes in the line or the alignment 
a current survey of the Premises, or a physical 
thereof, would disclose, including, without limitation, all 
encroachments and projections of the Improvements upon of over 
streets or adjacent premises and all encroachments 
tions on or over the Premises. 

(5) Consents by any present or former owner of 
any of the Assets or any part theréof for the erection or main- 
tenance of any structure or structures on, under or over any 
abutting street or streets. 

(6) All rights, easements and agreements, 
whether or net of record, for the erection and/or maintena 
of water, gas, electric, telepnone, sewer or other utility 
lines, poles, wires, conduits or other like facilities, 


purtenances thereto, over, across and under the Premises. 


(7) Possible lack of or revocable nature of 
the right, if any, to maintain or use any Space, facilities 
or appurtenances outside the boundaries of a property or the 
building lines, whether on, hiss int under the ground, includ- 
ing, without limitation, all vaults, marquees, signs and sice- 
walk openings. 

(8) Possible easements over or failure of 
title to that part, if any, of any property lying in or under 


the bed of any street, road or highway, open or proposed, on, 


in from of or adjoining the premises as such street, road or 


highway is presently or was formerly laid out, or is shown on 
any filed map. 

(9) The Mortgage. 

(10) The Digas License Agreement. 

(11) Covenants and restrictions in deed dated 
April 28, 1961 and recorded May 3, 1961 as document 18152214 
that premises in question. should not -_ used for a retail 
super market grocery business provided this prohibition shall 
not apply to a department store with food department noc @ 
delicatessen not excess of 10,000 square feet. 


(12) Easement for telephone and electric sec- 


vice, together with right of access to the Premises as createc 
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by Grant to Commonwealth Edison Company and the Illinois Bell 
Telephone Company recorded August 17, 1961 as document 18250078. 

- + ° (13) Easement for a Sanitary sewer over the North 
15 feet of the South 60 feet as shown on the plat dated April l, 
1960 known as C 1337 and plat dated May 11, 1961 known as D 852 
of the Mulford Engineering Service of Chicago Heights, and refer- 
red to in agreement between Chicago Title and Trust Company as 
trust No. 35881 to Bonobest Development Corporation dated August 
10, 1961 and recorded August 22, 1961 as document 13254389. 


(14) Easement for an 8 inch sanitary sewer line 


= 


dated December 1, 1961 and recorded February 23, 1962 as docu- 


ment 18408598 made by Bonobest Develooment Corporation to the 
Kroger Company. 

(15) Easement for telephone and electric service, 
together with right of access to the Premises as created by 
Graht to Commonwealth Edison Company and Illinois Bell Tele 
phone Company recorced September 13, 1962 as document 

(16) Party walls on East and West lines of 
Premises. 


(17) Agreement dated April 15, 1971 between Seller 


and The Kroger Co, as amended by letter dated May 20, 1971. 
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2. Purchase Price 
2.1 The purchase price for the Premises 


$ 725,000.00 to be paid -s follows: 


(a) $54,850.00 by check, subject to 
collection, on the signing of this contract. 


* : (b) $493,659.20 at Closing in cash; 


(c) $176,490.80 by taking subject to but 


in no way assuming the Mortgace or 
principal rayments, including a prepayment 


of the Mortcacge,be made by the Seller,those principal saynments, 


together with all costs incurred vments, 


be added to the amount 


ficial bank check drawn o 


* 


Rouse member bank and 


2.3 The closing cash payments (the 
shall be paid to Shea Gould Climenko & Casey, Esqas. 
("Escrow Agent") to be held in escrow for a period of seven (7) 
days following the date of Closing (the "Escrow Pericd"). At 
the end of the Escrow Period the Escrow Agent shall pay 
Escrow Fund to Seller. If, however, Buyer shall notify 


and the Escrow Acent by notice delivered before the enc 


‘BEST ‘corr “WALABLE 


eed 
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Escrow Period that Buyer's title insurance compan 
Deny 


as 
- 


prepared to issue its insurance policy pursuant :t 
_ of because Seller is umable to convey to Buyer 
Premises in accordance with and subject tm this Agreement, 
the Escrow Ascent shall pay the Escrow Func ¢ ryer, subject 
“to 5.2 of this Agreement. 

The parties 


ereating any obligation on the 
the event this Agreement or the 


2a iitigation, to deposit with the Clerk of the Court 
such it sar pala is peas caida Funds and, thereuson, 


ame. 
os . - 


the Escrow A ent shall be fully relieved anc discnar 


ao 
me 


‘further respons iwi unis hereu 


o ” 


Agent is hereby autheriz a, 


litigation, to i: 


of competent jurisdi 


mee 


Court the =scrow ~wmids 


be fully relievec 
hereunder. 

The Escrow Agent shall not be 
mistake of fact or error of judgment or any acts or 
of any kind unless caused by its wiLeull 
negligence. The Escrow Agent shall be enti 
instrument or signature believed by it to b 


assume that any person purporti any wetting, 


or instruction in connection w 


ized to do so by the - .rty on whose behalf such w 


notice or instruction is given. 


3. Covenants 


3.1 Buyer agrees, as follows: 


Bg (a) To pay all taxes, and charges in 


“the nature of or in lieu of taxes, and filing and record- 


ing fees arising out of this contract or the Escrow agzree- 
ment, or the sale, assignment or transfer of the Premises, 
or the delivery, filing or recording of the deed, assign- 
ments of lease or other instruments of convevance or t=ans- 
fer and to indemnify and hold the Seller harmless 
from. 

(b) Buyer agrees for a pericd of 
years following the Closing to make available to the 
Seller for inspection and copying a le times 
reasonable advance request ali records 0 
ered to Buyer in connection with the Closing. 

3.2 The parties agree, as folicws: 

(a) 
the Closing with respect to the Premises 
the tax assessment for years prior to the current fiscal 
year may, at the Seller's election, be continuec 
Seller and the Seller shall have the right to maxe anv settlement 


thereof without Buyer's approval and shali “be entitled to retain 


savings and sodones, obtained therefrom. Buyer acknewlec¢es 
that proceedings before the Board of Appeals of Csox County 
have resulted in a reduction in the assessed valuation 


Property in accorcance with the letter dated March 9, 


from Max Earl Sherman, Esq., L100 N. LaSalle Street, Ch 


‘Tijinois ("Sherman"), a copy of which is attached ! 
marked Exhibit 3.2. The net amount of any recuct: 
real estate taxes for the nt fiscal tax year (anc any 
prior tax year on account 
current’ vear), whether by 
ings, shall be 
the payment of ys' experts' 
bursements, in the same manner 4s provided in 
however that Seller's liability ‘or the legal 
ments of Sh an shall not 
Sherman, 25% of the tax savings rece: 
of the proceedings conc cluded by Sherman anc Buyer ég=ees 
and hereby indemnifies and holés Seller harmless against 
balance of legal fees and disbursements payable to Sherman pur- 
suant to Exhibit 3.2. 
(b) Any dispute arisin 
with this contzact or waking hereof shall be submit 
the parties for resolution to the District Court. 
he will not, and waives all tight to, 


connection with any dispute hereunder. Following “ne Closing, 
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Buyer shall have no right of rescission for any representation, 


agreement or promise of the Seller surviving the Closing. 


(c) Seller and Buyer shall use their best ef- 
forts to perform with reasonable dispatch the acts to be done 
by each of them to satisfy the conditions orecedent to the 
Closing. ae 

(ad) At any time and from time to time 
the Closing, each party hereto shall execute, acknowled 
deliver, or cause to be executed, acknowledged and deliv 
such additional instruments or documents and shall take or 
cause to be taken such further action as the party may rea~ 


sonably request to evidence and effectuate transactions 


contemplated under this contract. 


4. Conditions Prececen 


Pinion TUOS Ol 


4.1 As conditions precedent to Buyer's coligatio 


purchase the Premises, and to perform its } eblig 


under this contract: 


(a) The Final Order shall have been obtained.. 
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(b) No event described in S or 6 which 
would permit Buyer to elect to terminate this contract 
shall have occurred. 


(c) All of the documents to be celivered 
the Seller pursuant to 7 shall he delivered. 
(a) The Licensee under the Digas License 


Agreement shall have waived its right, if any, to teri- 


nate the Digas_License Agreement cr require the licensor 


under that agreement to purchase any of the licensee's 
property by reason of the closing of the store operated by 
Topps of Chicago Heights, Inc. on the Premises or the ter- 
mination of the lease between Illinois Topps Realty Corp., 
lessor, ané Topps of Chicago Heights, Inc., lessee, provi- 
Ged that Buyer shall have agreed to the reasonable satis- 
faction of such licenseeto recognize such Licensee 
“tenant. | 
4.2 As conditions precedent to Seller's oblica- 
tion to transfer the Premises: 
(a) The Final Order shall have been ob- 
tained. 
(b) Buyer shall have duly tendered the pay- 
ments and the instruments described in 2,\\3 enc. 7. 
(c) The licensee under the Digas License 
Agreement shall have waived its rig 
terminate the Digas License Agreement or 
the licensor under that agreement to surch 


of the licensee's property by reason of the 
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Heights, Inc. on the Premises or cerninaehen: 
of the lease between Illinois Tovos Realty Corp., 
lessor, and Topos of Chicago Heights, 
see, provided that Buyer shall have agr 
reasonable satisfaction of such licensee to 
recegnize such licensee as his tenant. 
5. Title and Title Insurance 
Sul Buyer; at its sole cost, shall make apolication 
promptly after the date hereof to a title insurance company 
for its commitment to Buyer to issue upon the payment of its 
regular premium an ALTA Standard Form B, 1970 revision, 
insurance policy insuring the Buyer's Marketable Title to 
Premises in the amount being paid therefor as specified in 2 
of this contract, subject only to Permitted Encumorances. 
Buyer shall notify the Seller as promptly as pessible a 
any event not later than five (5) days follcwing the ¢ 


"of delivery to Buyer of the preliminary title 


te 
Cd 


which Buyer claims are not Permittec Encumbrances. Failus 
to give such notice shall not, however, constitute a waiver 


of any such exception, defect or objection. 


§.2 If at Closing the Seller is unable to convey to 
Buyer title to the Premises subject to and in accordance with 
the provisions of this contract or is un ble to fulfill eny 


condition to Buyer's obligations under this contract, the Sel- 


ler shall be entitled, upon written notice delivered to Buyer 


at or prior to the Closing, to reasonable adjournments of the 


Closing date one or more times, for not exceeding 60 days in 
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the aggregate, to enable the Seller to convey such title Or 


fulfill any such condition under this contract. If the Seller 
does not so elect to adjourn the Closing, or if at the ad- 
journed date the Seller is unable to convey title subject to 
and in accordance with the provisions of this contract, then 
either (i) Buyer may terminate this contrect by written notice 
delivered, at or prior to the date fixed for Closing as provided 
in 1.2(¢c) hereof, or the adjourned date, as the case may be, 
whereupon this contract shall terminate and neither 

have any obligations of any nature to the ether hereuncer or by 
reason hereof, except that the provisions of 3.2(5), 10, 14, 

18 and 22 hereof shall survive such terminaticn and the Seller 
shall pay ee amount paid under 2.1(a) to Buyer, oF 

may elect, 2s permitted by 5.3 hereof, to take such 

the Seller is able to convey. The failure of buyer 

the Seller notice of termination as provided in subcivision (i) 


above shall be deemec an electrion by Buyer to take such. titie 


@ 


as the Seller is able to convey, and, in such event, the 


date shall be automatically adjourned for a pezice (or additic 
period, as the case may be) of fiteen (18) days. If the Seller elect 


to adjourn the Closing as provided ahove, this contract shal not 
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be deemed to require Seller to take or bring any action or 
proceeding or any other steps to remove any defects in or 


objection to title or to fulfill any such condition of the 


performance of this contract or to expend any moneys therefor, 


and, in the event Seller elects not to take any such steos, 


Buyer shall not have any right of action against Seller in law 


or in equity, for damages or specific performance. 


5.3 Buyer at any time may acceot such title as Sel- 


ler can convey, without reduction of the purchase price or any 


ao ee 


creait or allowance on account thereof or any claim against Sell 


oo oe 


and oblisation on the part of Seller to be performed 


as a condition precedent to Buyer's obligations. 


5.4 Ech party shall deliver to the other part, 
or to Buyer's title insurance company such duly executed and 
acknowledged or verified certificates, affidavits and other 
documents respecting the power and authority to perform the 
obligations hereunder and as to the due authorization thereof 
by appropriate corporate, partnership or other proceeding and 


as to the authority of the officer, partner or other reoresen- 


Sal 
m ¢ 
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tatives acting for it at the Closing, as counsel for the other 


party or Buyer's title insurance company may reasonably request. 


5.5 If the Premises shall, at the time of Clos- 
ing be subject to any liens such as for judgments or 
inheritance, estate, franchise, license or other similar taxes 
or any encumbrances OF other title encupetons which would be 

rg | 1 
grounds for Buyer to reject title hereunder, the same shall not 
be deemed an objection to title provided that, at the time of 
Closing, Buyer's title insurer will issue or bind itselt to is- 
sue a policy which will insure Buyer against collection there- 
of from or enforcement thereof against the Premises, (i) fora 
premium computed at regular rates, or (i2) 
of the premium computed at regular rates, provided Seller 
_pay the amount of such excess att 


against collection from or enforcement against the Premises. 
request is made within a reasonable tine prior to the €ate of 
Closing, Buyer agrees to provide at the Closing separate 

or official bank checks, as requested, aggregating the amount 

the cash to be paid to the Seller at the date, to facilitate 
satisfaction of any of such liens or other cefects, anc 

existence of any thereof shall not be Geemed defects in or objec- 
tions to title if Seller shall deliver at the Closing instruments, 
in recordable form, sufficient to satisfy the same, togetne 


with the cost of recording or filing thereos. 
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§.6 The expenses of the examination of title and 


a survey of the Premises shall not be liens on the Premises. 


6. Casualty and Condemnation 

6.1 The risk of any loss by fire or other casualty 
or by the taking of the Premises or any part thereof by eni- 
nent domain shall be assumed solely hy Seller until Closing, 
provided, however, that in the event of damage te or destruc- 
tion of not more than 5% of the tuneovinente or the taking of 
not more than 5% of the Premises, this contract shall remain 
in force, and, subject to the rights of the holder of the 
Mortgage, the Seller shall pay over to Buyer the amount of 
the insurance proceeds collected or condemnation award allowed 
to the extent not applied to the restoration or repair 
Premises or, if any proceeds or award has not been 
Seller shall assign to Buyer ell its right, title 


in and to the same. 


6.2 If more than 5% of the Improvements on the Pre- 


mises shall be damaged by fire or other casualty and shall not 


be substantially restored or repaired by Closing, or if more 
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than 5% of the Premises shall be taken by eminent domain, tnen 

Buyer may, at its option, (i) terminate this contract with 
respect to the Premises so camaged or taken or (ii) elect to 
roceed as provided in 6.1 with respect to damage to not more 
than 5% of the Improvements or a taking of not more than 53% of 
those Premises. Upon termination pursuant to the preceding 

sentence, the obligations of each party to the other shall 
terminate except that the*provisions 0£'3.2(b), 10, 14, 18 

and 22 shall survive and Seller shall pay the amount paid 


under 2.1(a) to Buyer. 


6.3 If any event described in 6 shall occur, the pro- 
visions of 6 shall control, and the Uniform Vendor anc Purchaser 


Act or similar laws shall not be applicable. 


7. Closine Documents 


7.1 Seller shall deliver the following at Closia 


subject to and in accordance with this contract: 


(a) A deed to the Premises, conveying Market- 
able Title to Buyer. The deed shall Se a bargain and sale 
deed without covenant against grantors acts, OF similars fora, 


executed in form for recording and shall recite the full susc- 
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“chase "price. ‘The Seller, at its option, 


‘ 


ithe recit al of any oF all oz the Permitted Encumbrances, 
- the Prentses shall mania be deemed to have been trans- 


. ferred | ' subject to the same and the provisions of this sentence 
“!phall survive delivery of the deed. “ 


po aa 


charg (By The Real Estate Transfer Declaration as 


' ef ag * 
g 


ia 
“requized ‘by the Illinois Department oz Revenue. 


Ce) An assigument, without represent 
iranty or eenunees of aii ‘pight,- title and interest ot 


Cd 


" seller, as licenso*: under D License Agr eement, novextiex 
‘with such corr respondence | = records, af any, pertaining 
‘to that agreenent whi se Seller hzs available. 

, Said i (a) A currently dated letter or certificate 

from the holder of the Mortgage with respect 

ecuted by 2 duLy authorized eetione +hereo?, stating tnat the 
have. been 10 amendments or modizicatiods thereof, the amount 

of the unpaid pr ineipal balance secured ehereunder which shall at 
exceed the sum of $176,490.80 the date of maturity shereo:, 

the last date to “which interest thereuncer shll have been 


paid, the amount of aay ome being held by such holcer 


‘thereunder, and tbe items comprisia such deposits 
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and to the best knowledge of such holder, such mortgage is not 
in default and no event or condition has occurred which with 
notice or lapse of time or both would constitute such a de- 
fault. 

_ The letter or certificate of the holder of the 
mortgage shall consent to the terminetion of the lease between 
Illinois Topps Realty Corp., Lessor and Topps of Chicago 
Heights, Inc., lessee and to the release of the guarantor of 
that lease and shall release the lessee and guarantor from all 
liabilities and claims arising out of the lease and guaranty 


thereof. 


(f) All original documents and writings re- 
lating to the continuing ownership and operation o1L the 


mises including certificates of occupancy. 


7.2 Buyer shall deliver the following at Closing 
subject to and in accordance with this contract: 
(a) The payments @escribed in 2 and 3 of this 
contract. 
(b) Assumptions of all of the licensor's 
obligations under the Digas License Agreement from and 


after the date of Closing, and agreements to indemnify and 


‘BEST COPY AVAILABLE 
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‘hold harmless the Seller from all claims, losses, liabilities 
and expenses, .ncluding attorneys' fees, arising out of Buyer's 


failure to perform or comply with any such obligations. 


8. Adjustments 


At Closing, the following adjustments on the basis of 
a 12-month year - 30 day month shall be made between the par- 


ties. 


8.1 Rents (including tax escalation) under the Digas 
License Agreement when, as and if collected, subject to the 
following: : 
The payments collected on account of the fixed 


rent shall be successively applied to the payment of (1) rents 


due and payable in the month in which the Closing occurs; (2) 


rents due and payable in the months succeeding the month in 


which the Closing occurs, up to and including the month in 
which payment is made, and (3) rents due and sayable in the 
months preceding the month in which the Closing cccurs, if 
Percentage lease rents shall be adjusted as of the Closing 

the basis of the fiscal period under the percentage rental pro- 
vision in the Digas License Agreement and shall be payable by 


Buyer when finally ascertained and received by Buyer. Rents 


Sola 
* * i 
portioned as of the closing of title, subject to the provisions 
in 8.4 and 8.5, and’ small be applied to satisfy in full 


e 


tne parymant 
povisaatiens of the tenant in the order in which 
“tions! ‘becone payenie. Buyer shail cause all 


: centage ‘rental, tax and license fee payments 
' pay 


-prior, to and including the Closin ig to be promptly delivered. 


ay 6, : : P : 
: Seller. aay enforce eetteeenes of rents (including percentage 


rental and tax escalation payments) for periods prior to the 


Closing by appropriate. pee peses py oceedings (other th 


ve 
ee 


mary proceedings) and Buyer’ shall. cooperate in such. collec’ 


‘ ee 


‘ion. ‘but without cost to £. 


jo tee 
° : 
" ee: eo 4 
a ie. e e = a 


+ 
“8. 2 Interest 


i ae “2 


«one w 


net _& 
; : 8.3 Premiums on 


t 
: 
a 
' 
e 
® 


:Or. veneete: in efs ect or as extended 


. 


(6.4 Real estate taxes (and any spe i assessments, 


: ; ; , : 
-water and sewer taxes or other charges.payable in the sane 


‘manner as real estate taxes). If the Closing shall occur pe- 


. fore the tax Fate is ELEOSs: 2PF red mment of real estate taxes 


"shall be upon the ‘basis of the tax rate for the next precei- 


ing. year. applied ‘to the lates assessed valuation. 


se Ne Reena - ged” ae aioe a ~~ ~~ wont — oo - 


es 


“@losiag shall” “eceur before final 218 fox fiscal 1 


“been issued to Seller, apportionment of real estate 


Shall be upon the basis of the 1975 or latest priox + rate 


t 


ee | 
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applied to the latest assessed vaiuation as set fortn in Ex- 
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8.5 Personal property ‘taxes. 

Except as herein expressly otherwise provicec, tne 
®Customs in Respect to Title Closings" adopted by the Real 
Estate Board of New York, Inc., shall apply to the above as- 


portionments. 


9. Representations; Condition of Property 


hee ee ee 


9.1 Buyer acknowledges that: 


(a) Be is fully familiar and satisfi 
the condition and repair of the Premises, the value, 
expenses and operation thereof and the uses which may 5e 
made of the Premises or any other matter with cespect there- 
to, including, without limitation, the Digas License Agree- 
ment; 

(b) He has inspected, or caused 
spected, the Premises and has independently investig 
analyzed and appraised the value and the profitabilit 
of; . 

(c) Except as expressly set forth 
contract, neither Seller nor any agent or representative of 
Seller has made, and Seller is not liable for or bound in any 
manner by, any express OF implied warranties, guarantees, 
promises, statement, inducements, representations or 


tion pertaining to the Premises, or any part thereof, 
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physical condition, income, expenses or operation thereof, 
the uses which can be made of the same or any othec matter 
thing with respect thereto, including, without limitation, 
leases, and that without limiting the foregoing, except as 
expressly set forth in this contract, Seller is not liable 


or bound by (and Buyer has not relied upon) any verbal or writ- 


—_ 
ten statements, representations, real estate brokers' “set-ups” 


or any other information respecting the Premises furnished by 
the Seller or any broker, employee, agent, consultant or other 


person representing or purportedly representing tne Seller. 


(d) No responsibility has been assumec dy 
Seller as to the condition or repair of the Premises or the 
value thereof or as to any other fact oc condition which has 
or might affect the Premises or the condition, repair, value, 


expense of operation or income potentials thereof. 


ae 


. 9.2 Buyer, by acceptance of the closing documents, 
shall accept the Premises in the condition in which tney are 
at the time of the execution of this contract, ordinary wear 


and tear excepted. 


19. Brokezace 
The parties hereto represent that no broker 


bes been involved with the negotiations of this contract and 


the purchase of the Premises pursuant hereto and that no 


4s entitled to a commission in connecticn with this 


11. Buyer's Default 

In the event Buyer shall default in the perforna- 
ance of Buyer's obligations uncer this contract, Seller may 
retain all sums paid by Buyer uncer 2.1 as liquidated damages 
or have ‘recourse to such rights, relief and semedies as may be 


available et law or in equity. 


12. Assienments 

No assignment hereof by Buyer shall be valic 
unless e ¢uplicate original thereof Containing an assumption 
by the assignee or assignees, in form satisfactory to the 
Seller, shall be delivered to the Seller. No assignment shall 
relieve Buyer from performance of the obligations uncertaken 


by Buyer uncer this contract. 


13. Notices 

All notices, requests, consents and other comaunica- 
tions required or permitted to be delivered hereuncer shall be 
in writing and shall be delivered by Registered or Certified 


Mail, postage and registration or certification charges prepaid 


23 follows: 


To Buyer at: Mr. John E. Hancock 
3100 Bernice Road 
Lansing, Illinois 60438 


and, to the Seller ¢/o Samuel W. Ingram, Jr., Esq. 
@F any member there- Shea Gould Climenko & Casey 
ef at: 330 Madison Avenue 

- New York, New York 10017 


rd 


e 


Any party hereto may, from time to time, designate any other 
address to which such notice, request, consent or other con- 
munication addressed to it shall be sent. All such communi- 


cations shall be effective on delivery. 


14. Expenses 


Whetber or not the transactions contemplated under 


this contract ere consummated, each party hereto shall pay his 
own expenses incident to the preparation and performance of 


this contract, including, without limitation, attorneys' fees. 
ea 


“4s, sufvival of Agreements 
All covenants, agreements, representations and war- 
genties made herein shall survive the execution and delivery 
of this contract and the consummation of the transactions 


contemplated herein. 


16. Entire Acreement 
This contract (including all schedules annexed here- 
to) conteins the entire agreement between the parties with 
respect to the subject matter hereof anc supersedes all prior 
understandings, if any, with respect thereto. This contract 
may not be modified, changed, supplemented or terminatecd, 
mor may any obligations hereunder be waived, except by writ] 
ten instrument signed by the party to be charged or by his 
agent duly euthorized in writing or as otherwise expressly 
permitted herein. ‘he parties do not intend to confer any 
benefit hereunder on any person, firm or corporation other 


then the parties hereto. 
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17. Waivers; Extensions 

No waiver of any breach of any agreement or provi- 
sion herein contained shall be deemed a waiver of any precec- 
ing or succeeding breach thereof or of any other agreement or 
provision herein contained. No extension of time for perfor- 
mance of any obligations or acts shall be deemed an extension 


of the time for performance of any other obligations or acts. 


18. No Recording 
The parties each agree that neither this contract 


nor any memorandum or notice thereof shall be recordec. 


19. Counterparts; Captions 
This contract may be executed in counterparts, each 


of which shall be deemed an original. The captions are for 


convenience of reference only and shall not affect the con- 


struction to be given any of the provisions hereof. 


20. Pronouns; Joint and Several Liability 

All pronouns and any variations thereof shall be 
deemed to refer to the masculine, feminine or neuter, singular 
or plural, as the identity of the parties may require. I£ the 
Buyer consists of two or more parties, the liability of such 


parties shall be joint and several. 


21. Claims 

Whenever any party shall learn through the filing 
of a claim or the commencement of a proceeding or otherwise 
of the existence of any liability for which another party is 


or may be responsible under this contract, such party shall 


notify the other party promptly and furnish such copies of 


documents (and make originals thereof available) and such other 
information as such party may have which may be used or useful 
in the defense of such claims and shall afford said other party 
full opportunity to defend the same in the name of any party 
and shall generally cooperate with the sther perty in the 


defense of any such claim. 


22. No Personal Liability of Trustees 

It is expressly agreed that the obligations of 
Seller under or with er to this contract do not consti- 
tute personal obligations of the Trustees or any of them and 
shall not involve any claim against, or liability on the part 
of, any of them and that Buyer will look solely to the as- 
sets of Illinois Topps Realty Corp. in respect of any claia 
under or with respect to this contract and will not seek re- 
course against the Trustees or any of them or any cf their 


personal assets. 
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23. The parties agree that if Closing has not occurred 
by 11:59 P.M.,December 1, 1976, this contract, unless extended in 
writing, shall terminate and neither party shall have any obligations 
of any nature to the other hereunder or by reason hereof, except 
that the provisions of 3.2(b), 10, 14, 18 and 22 hereof shall sur- 
vive such termination and the Seller shall pay the amount paid 


under 2.1(a) to Buyer. 


IN WITNESS WHEREOF, the parties have culy executed 


this contract as of the day and year first above written. 


Joseph R. Crowley 


Herbert B. Siegel 


as Trustees of Illinois 
Topps Realty Corp., a 
corporation in proceed- 
ings for reorganization 
under Chapter X cf the 
Bankruptcy Act in the 
United States District 
Court for the Southern 
District of New York 
under File Nos. 
74B614-802, inclusive, 
and not individually 


John £. Hancock 
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Schedule 1.2(6b) 


That part of Lot 'B' in North side division 
sion of the South 700 feet of the North 
part of the South half of Section 7s 

Range 14 East of the Third Principal Meric 
Westerly right of way line of Chicago Roac 
Chicago Vincennes Road) and lying East of 
way of Dixie Highway. Beginning at a point 
of the North line of said Lot '3' 


North East corner of Lot ‘A‘' in North Side Divi 
foresaid East along a line 10 feet South of and 
596 
South on a2 line perpendicular to last cescrized 


to North line of said Lot ‘'B' a distance of 


U 


distance of 490 feet thence West on a line 5 
North line of said Lot 'B' a distance of 596 
point 400 feet East of East line of said Lot 
South thence North to point of beginning, in 
Illinois. ; 
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Personal Property 


Any conveyors, accessories anc spare 
on the premises at 160 JOE OPR ROAD, 
NOIS, together with all heating, plims 

ten! . 


appliances, if any, locatec thereon, 
representation, express or implied. 


Schedule 1.2£ 


a Law OFrFriccs 
Sor 1. DvoriktIn , Sure 22:0 


5 P : sey, Srp ast LN 1S HBOMTH LASALLE STALE 
MAX 1s ‘ CHICAGO, ILLING!S €060 


RECZivep 
mht 11 1976 


‘March 9, 1976 


we, Ka. ds. Tateet 

Interstate Stces 

Tax Department 

111 Eighth Avenue 

New York City, New York 10011 


RE: 1975 Quadrennial Assessment 
460 Joe Ore Road, Chicago Heights, Ill. 


Dear Nick: - 


Pursuant to the order of bankruptcy court on, 

December 11, 1975, we proceecedc with 2 com- 

plaint before the Cook County Boazc of Ap- 
eals relative to the tax assessment for 

F975 on your Store No. 88 in Chicago Keigsts, 

Illinois. 


The assessment for 1975 was $490,054.00. As 

a result of a hearing on the complaint, a re- 
duction was obtained in the assessed véluztion 
eas indicated below, and I am enclosing herewith 
an official notice of the Board of Appeals of 
the reduction. 


Original Revised Decrease 
Assessment 490,054 272,003 218 ,O51 


Applying the present equalization factor of 1.4453 
and the tax rete of $9.121 per $100.00 of assessed 
valuation, results in e tax savings of $28,744.74 
for each of the years 1975, 1976, 1977 and 1978. 


In January you received a first installment bill 
which was predicated on the old 1974 assessed 
valuation. As I indicated by my letter cf 
January 29, 1976, this was an estimate 


CuiiGit 4.2 
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March 9, 1976 


we. He de Loizzi. 
Interstate Stores 
Tax Department 


RE: 1975 Quadrennial Assessment 
— "160 Joe Orr Road, Chicago Heights, Ill. 


-- so - ae 


to enable the*County Treasurer to obtzin money 
dn advance against the total 1975 bill. Th 
second installment would have been based upon 
the assessment of $490,054.00 if a complainct 
trad not been filed. As it now stands, you will 
receive a bill for the second instaliment 

based upon the revised assessment of $272,003.00 
and you will receive credit for the amount 

paid on the first installment against the total 
taxes for 1975, based upon the revised assess- 
ment. 


I am enclosing herewith a statément setting 
forth the fees due, pursuant to the order of 
bankruptcy court confimming our arrangement. 

I have, however, indicated that this tee should 
be spread over the four years of che. .quadzren- 
nial. The purpose in doing this is because 
there is a potential that the Assessor may 
change the assessment in any one of the quad- 
rennial years. Therefore, we will continue to 
follow this matter and to make the appropriate 
complaints and take the appropriate accion, 
wand revise the statement of fees whenever anc 
** -¢£ ever such action becomes necessary. 


MES: ck “fA; Eetl Sherman 


Enclosure a 


cc: Joel I. Papernix 


« 
o.¢, 
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PRPPa Kerba Pile PIE PLIVI IN 6h meee be ee ee 


+ $60 MORMTH Le SALLE STREET 
Pane ° 


Sorl~ce. itiineis ¢c“cs 


March Ss, 1976 _FRancun 21487 


evstate Department Stores 

inois Topps Realty Corp. 

Eighth Avenue 

York City, New York 16011 
a 


+ Poofustional Services Rancord RE: Proceedings before Board of Tax 
_ Appeals with reference to the 1975° 
7°. ‘-Quadrennial Assessment for the peiod 
.1975, 1976, 1977 and 1978 for une pro- 
perty located at 160 Joe Orr Roac in 
Chicago Keights, Illinois. 


Volume 13, Perm. Index No- 32-17-302-025 


Fees based upon 25% of tax savings for 
each of said years (1975, 1976, 1977 & 
1978) $28 .744.74 


Said fees payable as follows: 
Due presently $7 ,186.19 
Due Mezch 1, ‘7 7,186.19 
Due March 1, 7,200.1 

- Due March 1, '79 7,186.18 


Cd 
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Coemissiones 


8. A. Notice #46-4 
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. Boaro or APPEALS OF CooK Cou RECEIVED 
ROOM GOL COUNTY BUILSCING 


TELEPMOmE 442 - 3362 aK 1 1 1976 
” CHICAGO, ILLINOIS 60662 


‘ TAX DEPT. 


WOTICE OF REDUCTION IN ASSESSED VALUATION 


Cemplaint No. Jj oe, PiA 
vo1. / 3 Permanent Index No. 3 Z- A. 7 - Z g Z- per 


Dear Ceiataknante 


Harsy H. Se=arcw acd Seyzour Zaban, Coemissicrers of the Zcarc of Asreais 
of Cook County, aze pleased to inform you that as a result of the hearing 
on your complaint they have cizect ed “he Assessor te reduce your assessed 
valuation es fcolicws: 


Assessor's 1975" Ps Reduced 1975 4 
Assessed Valuation OO Assessed Valuationg& / < , a ee 3 
The corrected Assessed Valuaticn will be equalised by the Tiiisneis 
Department of Local Government Affairs, as provided by law. 


Very truly yours, 


Cormissioner . 


‘ 
‘ 

muconec een meron} ee 

ow 


HARRY H. SEMROW (feaeS SEYMOUR ZASAN 
MEMBEA Nat 75 MEMBER 


emma = ae cena: ney Nae a erences Oh 


BOARD OF APPEALS OF COOK COUNTY 


ROOM 601, COUNTY BUILDING 
TKL CPWONE 443-3542 


CSMISAGO, ILLINOIS E9602 


* 
oS 


* NOTICE OF REDUCTION IN ASSESSED VALUATION . 
LLL LOLOL COLL EL LL LL, 


oe 
Complaint No. ht EZ aod 
Vol. ee Permanent Index No. id oe UY fe Of dee B: ae & 


. 


Dear Complainant: a - 

Horry H. Semrow and Seymour Zaben, “Members of the Board of Appeals 
ef Cook County, are pleased to inform you that as a result of the hearing on 
your complaint tiey have directed the Assessor wo reduce your assessed 
valuation es foliows: : 


Reduced 197 a 


. 


Assessor's 1975 


Assessed Valuatica Lhd Assesses VYaluatisn ZX LIA 


The corrected Assessed Valuation will be equalized by the \Wineis Cepart- 
ment of Local Government Affairs, as provided dy law. . 


Very truly yours, 


HARRY H. SEMROW - , SEYMOUR ZASAN 
MEMSER . . MEMSEAR 
BAe NOTICE PRE A223 4 . ji 


ome 0 Om eee 
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EXHIBIT B 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


in re Reorganization 


Nos. 74 B 614-802 
INTERSTATE STORES, INC., formerly : Inclusive 
known as INTERSTATE DEPARTMENT 


STORES, INC., et al., NOTICE OF SALE AND 


NOTICE OF HEARING 
Debtors. = aie see h Ty 


NOTICE is hereby given that the day of September, 
1976 at in the M. of that day, in Room 236, United States 
Courthouse, Foley Square, New York, New York, has been fixed as 
the time and place for a hearing for the consideration of an 
application by the Reorganization Trustees of the above- 
captioned debtors for authority to: 

(a) Sell to John E. Hancock, or his assignee, the 
property and improvements located at 160 West Joe Orr Road, 
Chicago Heights, Illinois (the “Chicago Heights Property”) for 
a purchase price of $548,509 over and above the existing first 
mortgage lien in the approximate sum of $176,490, whicn the 


purchaser is assuming, upon the terms and conditions specified 


in the contract of sale annexed to the aforesaid application 


(the "Hancock Offer") or, in the alternative 

(b) Sell the Chicago Heights Property to any person, 
firm or corporation who or which may make a higher or better 
offer therefor than the Hancock Offer, prior to or at the afore- 
said hearing, subject, however, to such terms and conditions 
of sale as may be announced at the aforesaid hearing and approved 


by the Court. 


i 
? 
j 


| 


rr 

NOTICE IS FURTHER GIVEN that additional information 
with respect to the Chicago Heights Property may be obtained 
from the Trustees by contacting Mr. Jeffrey Finkel at the 
offices of Interstate Stores, Inc., 111 Eighth Avenue, New York, 
New York 10011 ((212) 741-6243), or by contacting Messrs. Shea 


Gould Climenko & Casey, attorneys for the Trustees, at 330 


Madison Avenue, New York, N.Y. 10017 ((212) 661-3200), attention: 


Robert W. Claeson, Esq. A copy of the Trustees' application 
and the Exhibits thereto are on file with the Clerk of the 
Bankruptcy Court, at the offices of the Trustees and at the 
offices of the attorneys for the Trustees, and may be inspecte 


by interested parties during normal business hours. 


HIGHER BIDS OR OFFERS TO PURCHASE 
THE CHICAGO HEIGHTS PROPERTY IS 


HEREBY INVITED 


NOTICE IS FURTHER GIVEN that the aforesaid hearing 
may be adjourned frou time to time without notice other than 


the announcement of the adjourned date or dates at such hearing. 


BY ORDER OF THE COURT 


Dated: New York, New York 
August Pai he ar 


Jeseph ®. Crowiey and Herbert 
B. Siegel, Trustees 

c/o Interstate Stores, inc. 

lll Bighth Avenue 

New York,N.Y. 10011 

(212) 741-6200 


SHEA GOULD CLIMENKO & CASEY 
Attorneys for the Trustees 
330 Madison Avenue 

New York, N.Y. 10017 

(212) 661-3200 
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EXHIBIT C 


Levin & Weintraub, Esqs. 
225 Broadway 
New York, New York 10007 


Securities and Exchange 
Commission 

26 Federal Plaza 

New York, New York 10007 


White & Case, Esqs. 
14 Wall Street 
New York, New York 10005 


ee reamed 
es fe ee et ee ae Ore ee 


Sy Resor e ee 
SoS eee 


Zalkin, Rodin & Goodman, Esqs. 
750 Third Avenue 
New York, New York 10017 


Popper & Popper, Esqs. 
200 Fifth Avenue 
New York, New York 10010 


Leinwand, Maron, Hendler & 
Krause, ESqSs. 

20 East 40 Street 

New York, New York 10016 


Milbank, Tweed, Hadley & McCloy, 
One Chase Manhattan Plaza 
New York, New York 10005 


Emmet, Marvin & Martin, Esqs. 
48 Wall Street 
New York, New York 10005 


Debevoise, Plimpton, Lyons & 
Gates, Esqs. 

299 Park Avenue 

New York, New York 10017 


Cadwalader, Wickersham & Taft, Esqs. 
One Wall Street 
New York, New York 10005 


Phillip B. Johnson, Esq. 
205 Seventh Street 
Rockford, Illinois 61104 


Matsen, Cory, Matsen & Sprague 
1117 Washington Building 
Seattle, Washington 98101 
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Vleadeck, Elias, Vladeck & Lewis 
1501 Broacwey 
New York, New York 10036 


Henderson, Daily & Foxworthy 
2450 One Indiana Squere 
Indianapolis, Indiana 46204 


ee ee 6 eR oe SE SO SS EN samen ao eae 


Robert Schwartz, Esq. 
350 Park Avenue 
New York, New York 


eek Set ad 


Mr. Thomas E. Loesser 
General Mills 

912 Sycamore Street 
Cincinnati, Ohio 45202 


we eee 


Bader & Bader 
274 Madison Avenue 
New York, New York 10C16 


Zissu Lore Halper & Robson 
450 Park Avenue 
New York, New York 10022 


——— 


Fried, Frank, Harris, 
Shriver & Jacobson 
120 Broadway 
New York, New York 
Att: Leslie A. Jacobson, Esq. 


t 
i 


Mr. Arthur W. Lichenstein 
60 East 42nd Street 
New York, New York 16017 


Massachusetts Mutual Life Insurgaace Company 
1295 State Street 

Springfield, Mass. 01111 

Attn.: Warren RK. Wise, Esq. 


John M. Kaveny, Esq. 
11S. LaSalle Street, Suite 705 
Chicago, Tllinois 60603 


Seymour Fagan, Esq. 

Fagan, Klugman, Monroe & Edell 
9171 Wilshire Boulevare 
Beverly Hills, Calif. 90210 


Dominick's Finer Foods, Inc. 
555 Northwest Avenue 
Northlake, Ill. 60164 

Attn.: E.R. Hersey, Esq. 


Golenbock & Barell 
645 Fifth Avenue 
New York, N.Y. 10022 


AMF Incorporated 

c/o Rogers, Hoge & Hills 
90 Park Avenue 

New York, N.Y. 10016 
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Order of Bankruptcy Judge Ryan Dated 8 13 ‘76 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In re Reorganization 
Nos. 74 B 614-802 


INTERSTATE STORES, INC., formerly : Inclusive 
known as INTERSTATE DEPARTMENT 
STORES, INC., et al., 


Debtors. 


At New York, New York, in said District 


of 
on the [3 day of August, 1976 


Upon the annexed avplication and sufficient cause 
appearing therefor, and no adverse interest having been repre- 


sented, 


NOW, on motion of Shea Gould Climenko & Casey, attorneys 


for the Trustees herein, 


This Court hereby Cetermines, pursuant to Chapter 
Rule 10-209(b) (4), that notice of the hearing on the aforeinen- 
tioned application of the Trustees to sell property located in 
Chicago Heights, Illinois need not be sent to all creditors, 
stockholders, and indenture trustees of the debtors herein, for 
the following reasons: 

1. The proposed purchase price is about 1/2 ef i% 


' ° 
of the debtors consolidated assets. 


2. The proposed purchase price exceeds the appraised 


3. There are over 16,000 creditors and stockholders 


of the debtors, and the cost of sending notice is substantial. 


4. Notice will be sert to all persons who hav 
filed statements under Section 210 and 21] of the Bankruptcy 
Act, and the Securities and Exchange Commission, which are 
a representative group of creditors and interested parties. 

5. The Trustees will publish a notice of the hearing 
and proposed sale in a major Chicago newspaper. 


Therefore, it is 


ORDERED, that a hearing shall be held before the 
undersigned Bankruptcy Judge at the United States Courthouse, 
Foley Square, New York, New York, Room 236, on the 
September, 1976 at ies 4 M., or as soon thereafter as counsel 
can be heard, to consider the atepennda application of the 


Trustees to sell the property located in Cnicago Heights, 


Tllinois; and it is further 


ORDERED, that service of a notice substantially in 
the form annexed to the aforesaid application as Exhibit B shall 
be mailed to those persens set forth on Exhibit C annexed to said 
fy 


application on or before August /X | 1976, and a copy of such 


notice shall be published one time ina major Chicago newspaper 


Ay F * 2 
on or before August _; , 1976, and service and publication of 


such notice shall be deemed good and sufficient service. 
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Sell the Chicaso Heights Proverty to 
any pe firm or corporation who or 
make < hi ; or better offer therefor 
Hancoc* prior *6 or at fhe 
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SUMMARY DESCRIPTION OF PRCPERTY 


An approx 
ea occupa: mine Lé center : 
77,00 square fect of cross floor area on 
EIS dat 


Company, 
of $6.,.2377 
January l, 


License: To Digas Company 
operate gasoline service station 
premises; terminates January 25, 
rental. 


Restrictive Covenant: No retail su 
unless a food department of department st 


NOTICE IS FURTHER GIVEN that all sales shall be 


nw 


without representations and warranties and without recourse 


as against the Trustees, except as may be specifically approved 


ae 


by this Court. All offers must be accompanied by a deposit in 
the amount of 10% of the cash portion of the purchase price, 
payable in cash or by certified check. The Trustees shall 


have no liability to pay any brokerage commission. 


NOTICE IS FURTHER GIVEN, that additional information 


te ee 


with respect to the Chicago Heights Property may be obtained 


from the Trustees by contacting Mr. Jeffrey Finkel at the 
offices of Interstate Stores, I: 111 Eighth Avenue, 

New York, New York 10011 ((212) 243), or by contact=- 
ing Messrs. Shea Gould Climenko & Casey, attorneys for 

the Trustees, at 330 Madison Avenue, New York, New York 
10017 ((212) 661-3200), attention: Gilbert E. Rotkin, Esq. 
A copy of the Trustees' application and the Exhibits there- 
to are on file with the Clerk of the Bankruptcy Court, at 
the offices of the Trustees and at the offices of the 
attorneys for the Trustees, and may be inspected by inter- 


ested parties during normal business hours. 


HIGHER BIDS OF OFFERS TO 
PURCHASE THE CHICAGO HEIGHTS 


PROPERTY ARE HEREBY INVITED 


NOTICE IS FURTHER GIVEN, that the aforesaid hearing 


may be adjourned from time to time without notice other than 


a 


the announcement of the adjourned date or dates at such hearing. 


BY ORDER OF THE COURT 
Dated: New York, New York 
August 17, 1976 


Joseph R. Crowley and 
Herbert B. Siegel, Trustees 
c/o Interstate Stores, Inc. 
lll Eighth Avenue 
New York,N.Y. 10011 

SHEA GOULD CLIMENKO & CASEY (212) 741-6200 

Attorneys for the Trustees 

330 Madison Avenue 

New Yorx, N.Y. 10017 

(212) 661-3200 
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Jj. Cannella’s August 14, 1975 Order of Reference 
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O2DSRED, that in 


sdwarad J. Ryan, 


may act in his place, and it is 


the absence 


any of the 


or unavailability 
Bankruptey Jua 


ges 


further 


ORDERED, that this court reserves the right and 


4 


to make, from tine 


to time, and at any time, such 


ifying, extending, limiting or otherwise modifying 


25 to the court may seem just and proper, and it is 


that the 


erder of reference dated June 18, 


an order of 


it 


is 


_ tot ) Lae 


July 1, 1974, be and it hereby 


inconsistent with the terms of the! 


iC anele 


United States District Judge 
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